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TITLE  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

Part  6 — Exceptions  Prom  Competitive 
Service 

DEPARTMENT  OF  DEFENSE 

Effective  upon  publication  in  the 
Federal  Register,  subparagraph  (15)  is 
added  to  §  6.304  (a)  as  set  out  below. 

§  6.304  Department  of  Defense — (a) 
Office  of  the  Secretary.  *  *  * 

(15)  One  Director,  OflBce  of  Person¬ 
nel  Security  Policy. 

(R.  S.  1753,  sec.  2,  22  Stat.  403;  5  U.  S.  C.  631, 
633;  E.  O.  10440,  18  F.  R.  1823,  3  CFR  1953 
Supp.) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Wm.  C.  Hull, 

Executive  Assistant. 

[F.  R.  Doc.  56-131;  Filed,  Jan.  6,  1956; 
8:47  a.  m.] 


Part  6 — Exceptions  Prom  Competitive 
Service 

general  services  administration 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  paragraphs  (b)  (1),  (2), 
(3),  (4),  (c)  (1),  (2),  (d)  (1),  (2),  and 
(e)  (1),  (2)  of  §  6.133  are  revoked,  and 
§  6.333  is  amended  by  the  addition  of  the 
following ; 

§  6.333  General  Services  Administra¬ 
tion — (a)  Office  of  the  Administra¬ 
tor.  *  ♦  ♦ 

(2)  The  Deputy  Administrator. 

(3)  The  Assistant  Administrator. 

(4)  Two  Special  Assistants  to  the 
Administrator. 

(b)  Public  Buildings  Service.  (1) 
The  Commissioner. 

(c)  Federal  Supply  Service.  (1)  The 
Commissioner. 

(d)  National  Archives  and  Records 
Service.  (1)  The  Archivist  of  the  United 
States. 

(e)  Emergency  Procurement  Service. 
(1)  The  Commissioner. 

(f)  Transportation  and  Public  Utili¬ 
ties  Service.  (1)  The  Commissioner. 


(R.  S.  1753,  sec.  2,  22  Stat.  403;  5  U.  S.  C.  631, 
633;  E.  O.  10440,  18  F.  R.  1823,  3  CFR  1953 
Supp.) 

United  States  Civil  Serv¬ 
ice  Commission, 

[SEAL]  Wm.  C.  Hull, 

Executive  Assistant. 

[F.  R.  Doc.  56-134;  Filed,  Jan.  6,  1956; 
8:47  a.  m.] 


TITLE  7— AGRICULTURE 

Chapter  IX — ^Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders),  Department  of  Agriculture 

(Navel  Orange  Reg.  69] 

Part  914 — Navel  Oranges  Grown  in 
Arizona  and  Designated  Part  of  Cali¬ 
fornia 

LIMITATION  OF  HANDLING 

§  914.369  Navel  Orange  Regulation 
69 — (a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  14,  as  amended  (7  CFR  Part 
914;  19  P.  R.  2941),  regulating  the  han¬ 
dling  of  navel  oranges  grown  in  Arizona 
and  designated  part  of  California,  effec¬ 
tive  September  22,  1953,  under  the  ap¬ 
plicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.),  and 
upon  the  basis  of  the  recommendation 
and  information  submitted  by  the  Navel 
Orange  Administrative  Committee,  es¬ 
tablished  under  the  said  amended  mar¬ 
keting  agreement  and  order,  and  upon 
other  available  information,  it  is  hereby 
found  that  the  limitation  of  handling  of 
such  navel  oranges,  as  hereinafter  pro¬ 
vided,  will  tend  to  effectuate  the  declared 
policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
(CJontinued  on  next  page) 
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in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient,  and  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective  as 
hereinafter  set  forth.  The  Navel  Orange 
Administrative  Committee  held  an  open 
meeting  on  January  5,  1956,  after  giv¬ 
ing  due  notice  thereof,  to  consider  supply 
and  market  conditions  for  navel  oranges 
and  the  need  for  regulation;  interested 
persons  were  afforded  an  opportunity  to 
submit  information  and  views  at  this 
meeting;  the  recommendation  and  sup¬ 
porting  information  for  regulation  dur¬ 
ing  the  period  specified  herein  was 
promptly  submitted  to  the  Department 
after  such  meeting  was  held;  the  provi¬ 
sions  of  this  section,  including  its  effec¬ 


tive  time,  are  identical  with  the  aforesaid 
recommendation  of  the  committee,  and 
information  concerning  such  provisions 
and  effective  time  has  been  disseminated 
among  handlers  of  such  navel  oranges; 
it  is  necessary,  in  order  to  effectuate  the 
declared  policy  of  the  act.  to  make  this 
section  effective  during  the  period  herein 
specified;  and  compliance  with  this  sec¬ 
tion  will  not  require  any  special  prepara¬ 
tion  on  the  part  of  persons  subject 
thereto  which  cannot  be  completed  on  or 
before  the  effective  date  hereof. 

(b)  Order.  (1)  The  quantity  of  navel 
oranges  grown  in  Arizona  and  desig¬ 
nated  part  of  California  which  may  be 
handled  during  the  period  beginning  at 
12:01  a  m.,  P.  s.  t.,  January  8,  1956,  and 
ending  at  12:01  a.  m.,  P.  s.  t.,  January  15, 
1956,  is  hereby  fixed  as  follows: 

(1)  District  1:  600,600  cartons; 

(ii)  District  2:  220,097  cartons; 

(iii)  District  3:  Unlimited  movement; 

(iv)  District  4:  Unlimited  movement. 

(2)  Navel  oranges  handled  pursuant 
to  the  provisions  of  this  section  shall  be 
subject  to  any  size  restrictions  applicable 
thereto  which  have  heretofore  been 
issued  on  the  handling  of  such  oranges 
and  which  are  effective  during  the  period 
specified  herein. 

(3)  As  used  in  this  section,  "handled,” 
"District  1,”  "District  2,”  “District  3,” 
and  "District  4"  have  the  same  meaning 
as  when  used  in  said  amended  marketing 
agreement  and  order;  and  “carton” 
means  the  standard  one-half  orange, 
grapefruit,  or  lemon  box  set  forth  as 
standard  container  number  58  in  section 
828.83,  as  amended,  of  the  Agricultural 
Code  of  California. 

(Sec.  5,  49  stat.  763,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  January  6. 1956. 

[seal]  Floyd  F.  Hedlund, 

Acting  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

(F.  R.  Doc.  56-183;  Filed,  Jan.  6,  1956; 

11:38  a.  m.] 


[Grapefruit  Reg.  234] 

Part  933 — Oranges,  Grapefruit,  and 
Tangerines  Grown  in  Florida 

LIMITATION  OF  SHIPMENTS 

§  933.762  Grapefruit  Regulation  234 — 
(a)  Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and 
Order  No.  33,  as  amended  (7  CFR  Part 
933) ,  regulating  the  handling  of  oranges, 
grapefruit,  and  tangerines  grown  in  the 
State  of  Florida,  effective  under  the  ap¬ 
plicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.),  and 
upon  the  basis  of  the  recommendations 
of  the  committees  established  under  the 
aforesaid  amended  marketing  agreement 
and  order,  and  upon  other  available  in¬ 
formation,  it  is  hereby  found  that  the 
limitation  of  shipments  of  grapefruit,  as 
hereinafter  provided,  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  proce- 
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dure,  and  postpone  the  effective  date  of 
this  section  until  30  days  after  publica¬ 
tion  thereof  in  the  Federal  Register 
(60  Stat.  237;  5  U.  S.  C,  1001  et  seq.)  be¬ 
cause  the  time  intervening  between  the 
date  when  information  upon  which  this 
section  is  based  became  available  and  the 
time  when  this  section  must  become  ef¬ 
fective  in  order  to  effectuate  the  declared 
policy  of  the  act  is  insufficient;  a  rea¬ 
sonable  time  is  permitted,  under  the 
circumstances,  for  preparation  for  such 
effective  time ;  and  good  cause  exists  for 
making  the  provisions  hereof  effective 
not  later  than  January  9,  1956.  Ship¬ 
ments  of  grapefruit,  grown  in  the  State 
of  Florida,  are  presently  subject  to  regu¬ 
lation  by  grades  and  sizes,  pursuant  to 
the  amended  marketing  agreement  and 
order,  and  will  so  continue  until  Janu¬ 
ary  9,  1956;  the  recommendation  and 
supporting  information  for  continued 
regulation  subsequent  to  January  8, 
1956,  were  promptly  submitted  to  the  De¬ 
partment  after  an  open  meeting  of  the 
Growers  Administrative  Committee  on 
January  4;  such  meeting  was  held  to 
consider  recommendations  for  regula¬ 
tion,  after  giving  due  notice  of  such 
meeting,  and  interested  persons  were  af¬ 
forded  an  opportunity  to  submit  their 
views  at  this  meeting;  the  provisions  of 
this  section,  including  the  effective  time 
hereof,  are  identical  with  the  aforesaid 
recommendation  of  the  committee,  and 
information  concerning  such  provisions 
and  effective  time  has  been  disseminated 
among  handlers  of  such  grapefruit;  it  is 
necessary,  in  order  to  effectuate  the  de¬ 
clared  policy  of  the  act,  to  make  this 
section  effective  during  the  period  here¬ 
inafter  set  forth  so  as  to  provide  for  the 
continued  regulation  of  the  handling  of 
grapefruit;  and  compliance  with  this 
section  will  not  require  any  special  prep¬ 
aration  on  the  part  of  persons  subject 
thereto  which  cannot  be  completed  by 
the  effective  time  hereof. 

(b)  Order.  (1)  During  the  period  be¬ 
ginning  at  12:01  a.  m.,  e.  s.  t.,  January 
9,  1956,  and  ending  at  12:01  a.  m.,  e.  s.  t., 
January  23,  1956,  no  handler  shall  ship: 

(i)  Any  seeded  grapefruit,  grown  in 
the  State  of  Florida,  which  are  not  ma¬ 
ture  and  do  not  grade  at  least  U.  S.  No.  1 
Russet; 

(ii)  Any  seedless  grapefruit,  grown  in 
Regulation  Area  I,  which  are  not  mature 
and  do  not  grade  at  least  U.  S.  No.  1 
Russet ; 

(iii)  Any  seedless  grapefruit,  grown  in 
Regulation  Area  II,  which  are  not  ma¬ 
ture  and  do  not  grade  at  least  U.  S.  No.  2 ; 

(iv)  Any  seedless  grapefruit,  grown  in 
Regulation  Area  II,  which  are  mature 
and  which  grade  U.  S.  No.  2  or  U.  S. 
No.  2  Bright  unless  such  seedless  grape¬ 
fruit  (o)  are  in  the  same  container  with 
seedless  grapefruit  which  grade  at  least 
U.  S.  No.  1  Russet  and  (b)  are  not  in  ex¬ 
cess  of  50  percent,  by  count,  of  the  niun- 
ber  of  all  seedless  grapefruit  in  such 
container; 

(V)  Any  white  seeded  grapefruit, 
grown  in  the  State  of  Florida,  which  are 
of  a  size  smaller  than  a  size  that  will 
pack  70  grapefruit,  packed  in  accordance 
with  the  requirements  of  a  standard 
pack,  in  a  standard  nailed  box; 


(vi)  Any  pink  seeded  grapefruit, 
grown  in  the  State  of  Rorida,  which  are 
of  a  size  smaller  than  a  size  that  will 
pack  80  grapefruit,  packed  in  accordance 
with  the  requirements  of  a  standard 
pack,  in  a  standard  nailed  box;  or 

(vii)  Any  seedless  grapefruit,  grown  in 
the  State  of  Florida,  which  are  of  a  size 
smaller  than  a  size  that  will  pack  96 
grapefruit,  packed  in  accordance  with 
the  requirements  of  a  standard  pack,  in 
a  standard  nailed  box. 

(2)  As  used  in  this  section,  “handler,” 
“ship,”  “Growers  Administrative  Com¬ 
mittee,”  “Regulation  Area  I,”  and  “Regu¬ 
lation  Area  II,”  shall  have  the  same 
meaning  as  when  used  in  said  amended 
marketing  agreement  and  order;  the 
terms  “U.  S.  No.  1  Russet,”  “U.  S.  No.  2,” 
“U.  S.  No.  2  Bright,”  “standard  pack,” 
and  “standard  nailed  box”  shall  have  the 
same  meaning  as  when  used  in  the  re¬ 
vised  United  States  Standards  for  Flor¬ 
ida  Grapefruit  (§§  51.750-51.790  of  this 
title) ;  and  the  term  “mature”  shall  have 
the  same  meaning  as  set  forth  in  section 

601.16  Florida  Statutes,  Chapters  26492 
and  28090,  known  as  the  Florida  Citrus 
Code  of  1949,  as  supplemented  by  section 

601.17  (Chapters  25149  and  28090)  and 
also  by  section  601.18,  as  amended  on 
June  2,  1955  (Chapter  29760). 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  January  5, 1956. 

[seal]  S.  R.  Smith, 

Director,  Fruit  and  Vegetable 
Division,  Agricultural  Mar¬ 
keting  Service. 

[F.  R.  Doc.  56-145;  FUed,  Jan.  6,  1956; 

8:48  a.  m.J 


[Orange  Reg.  288] 

Part  933 — Oranges,  Grapefruit,  and 
Tangerines  Grown  in  Florida 

LIMITATION  of  SHIPMENTS 

§  933.763  Orange  Regulation  288 — 
(a)  Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and 
Order  No.  33,  as  amended  (7  CFR  Part 
933) ,  regulating  the  handling  of  oranges, 
grapefruit,  and  tangerines  grown  in  the 
State  of  Florida,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.),  and 
upon  the  basis  of  the  recommendations 
of  the  committees  established  under  the 
aforesaid  amended  marketing  agree¬ 
ment  and  order  and  upon  other  available 
information,  it  is  hereby  found  that  the 
limitation  of  shipments  of  all  Florida 
oranges,  as  hereinafter  provided,  will 
tend  to  effectuate  the  declared  policy  of 
the  act. 

(2)  It  is  hereby  further  found  that 
it  is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  no¬ 
tice,  engage  in  public  rule-making  pro¬ 
cedure,  and  postpone  the  effective  date 
of  this  section  until  30  days  after  pub¬ 
lication  thereof  in  the  Federal  Register 
(60  Stat.  237;  5  U.  S.  C.  1001  et  seq.) 
because  the  time  intervening  between 
the  date  when  information  upon  which 


this  section  is  based  became  available 
and  the  time  when  this  section  must 
become  effective  in  order  to  effectuate 
the  declared  policy  of  the  act  is  insuffi¬ 
cient;  a  reasonable  time  is  permitted, 
under  the  circumstances,  for  prepara¬ 
tion  for  such  effective  time;  and  good 
cause  exists  for  making  the  provisions 
hereof  effective  not  later  than  January 
9, 1956.  Shipments  of  all  oranges,  grown 
in  the  £«ate  of  Florida,  are  presently 
subject  to  regulation  by  grades  and  sizes, 
pursuant  to  the  amended  marketing 
agreement  and  order,  and  will  so  con¬ 
tinue  until  January  9,  1956;  the  rec¬ 
ommendation  and  supporting  informa¬ 
tion  for-  continued  regulation  subsequent 
to  January  8,  1956,  were  promptly 
submitted  to  the  Department  after  an 
open  meeting  of  the  Growers  Adminis¬ 
trative  Committee  on  January  4;  such 
meeting  was  held  to  consider  recom¬ 
mendations  for  regulation,  after  giving 
due  notice  of  such  meeting,  and  inter¬ 
ested  persons  were  afforded  an  oppor¬ 
tunity  to  submit  their  views  at  this  meet¬ 
ing;  the  provisions  of  this  section, 
including  the  effective  time  hereof,  are 
identical  with  the  aforesaid  recommen¬ 
dation  of  the  committee,  and  informa¬ 
tion  concerning  such  provisions  and 
effective  time  has  been  disseminated 
among  handlers  of  such  oranges;  it  is 
necessary,  in  order  to  effectuate  the 
declared  policy  of  the  act,  to  make  this 
section  effective  during  the  period  here¬ 
inafter  set  forth  so  as  to  provide  for 
the  continued  regulation  of  the  han¬ 
dling  of  all  oranges,  and  compliance  with 
this  section  will  not  require  any  special 
preparation  on  the  part  of  the  persons 
subject  thereto  which  cannot  be  com¬ 
pleted  by  the  effective  time  hereof. 

(b)  Order.  (1)  During  the  period  be¬ 
ginning  at  12:01  a.  m.,  e.  s.  t.,  January 
9,  1956,  and  ending  at  12:01  a.  m.,  e.  s.  t., 
January  23,  1956,  no  handler  shall  ship: 

(1)  Any  oranges,  including  Temple 
oranges,  grown  in  the  State  of  Florida, 
which  do  not  grade  at  least  U.  S.  No.  1 
Russet;  or 

(ii)  Any  oranges,  except  Temple  or¬ 
anges,  grown  in  the  State  of  Florida, 
which  are  of  a  size  smaller  than  a  size 
that  will  pack  288  oranges,  packed  in 
accordance  with  the  requirements  of  a 
standard  pack,  in  a  standard  1%  bushel 
nailed  box. 

(2)  As  used  in  this  section,  the  terms 
“handler,”  “ship,”  and  “Growers  Admin¬ 
istrative  Committee”  shall  each  have  the 
same  meaning  as  when  used  in  said 
amended  marketing  agreement  and 
order;  and  the  terms  “U.  S.  No.  1  Rus¬ 
set,”  “standard  pack,”  and  “standard 
1%  bushel  nailed  box”  shall  have  the 
same  meaning  as  when  used  in  the 
United  States  Standards  for  Florida  Or¬ 
anges  and  Tangelos  (§§  51.1140-51.1186 
of  this  title,  20  F.  R.  7205) . 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  January  5, 1956. 

[seal]  S.  R.  Smith, 

Director,  Fruit  and  Vegetable 
Division,  Agricultural  Market¬ 
ing  Service. 

[F.  R.  Doc.  56-146;  Piled,  Jan.  6,  1956; 

8:48  a.  m.] 
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RULES  AND  REGULATIONS 


[Tangerine  Reg.  165] 

Part  933 — Oranges,  Grapefruit,  and 
Tangerines  Grown  in  Florida 

LIMITATION  OF  SHIPMENTS 

§  933.764  Tangerine  Regulation  165 — 
(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  33,  as  amended  (7  CFR  Part 
933) ,  regulating  the  handling  of  oranges, 
grapefruit,  and  tangerines  grown  in 
the  State  of  Florida,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.),  and 
upon  the  basis  of  the  recommendations 
of  the  committees  established  under  the 
aforesaid  amended  marketing  agree¬ 
ment  and  order,  and  upon  other  avail¬ 
able  information,  it  is  hereby  found  that 
the  limitation  of  shipments  of  tange¬ 
rines,  as  hereinafter  provided,  will  tend 
to  effectuate  the  declared  policy  of  the 
act. 

(2)  It  is  hereby  further  found  that  it  is 
Impracticable  and  contrary  to  the  public 
interest  to  give  preliminary  notice,  en¬ 
gage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient;  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective 
not  later  than  January  9,  1956.  Ship¬ 
ments  of  tangerines,  grown  in  the  State 
of  Florida,  are  presently  subject  to  reg¬ 
ulation  by  grades  and  sizes,  pursuant  to 
the  amended  marketing  agreement  and 
order,  and  will  so  continue  until  Jan¬ 
uary  9,  1956;  the  recommendation 

and  supporting  information  for  contin¬ 
ued  regulation  subsequent  to  January 
8,  1956,  were  promptly  submitted  to  the 
Department  after  an  open  meeting  of 
the  Growers  Administrative  Committee 
on  January  4;  such  meeting  was  held 
to  consider  recommendations  for  regula¬ 
tion,  after  giving  due  notice  of  such 
meeting,  and  interested  persons  were 
afforded  an  opportunity  to  submit  their 
views  at  this  meeting;  the  provisions 
of  this  section,  including  the  effective 
time  hereof,  are  identical  with  the  afore¬ 
said  recommendation  of  the  committee, 
and  information  concerning  such  provi¬ 
sions  and  effective  time  has  been  dis¬ 
seminated  among  handlers  of  such 
tangerines;  it  is  necessary,  in  order  to 
effectuate  the  declared  policy  of  the  act, 
to  make  this  section  effective  during  the 
period  hereinafter  set  forth  so  as  to 
provide  for  the  continued  regulation  of 
the  handling  of  tangerines;  and  com¬ 
pliance  with  this  section  will  not  require 
any  special  preparation  on  the  part  of 
persons  subject  thereto  which  cannot  be 
completed  on  or  before  the  effective 
time  hereof. 

(b)  Order.  (1)  During  the  period  be¬ 
ginning  at  12:01  a.  m.,  e.  s.  t.,  January  9, 


1956,  and  ending  at  12:01  a.  m.,  e.  s.  t., 
January  23,  1956,  no  handler  shall  ship: 

(1)  Any  tangerines,  grown  in  the  State 
of  Florida,  that  do  not  grade  at  least 
U.  S.  No.  1  Russet;  or 

(ii)  Any  tangerines,  grown  In  the 
State  of  Florida,  that  are  of  a  size  smaller 
than  the  size  that  will  pack  210  tange¬ 
rines,  packed  in  accordance  with  the  re¬ 
quirements  of  a  standard  pack,  in  a 
half-standard  box  (inside  dimensions 
9V^  X  9V^  X  19*/8  inches;  capacity  1,726 
cubic  inches). 

(2)  As  used  in  this  section,  “handler,” 
“ship,”  and  “Growers  Administrative 
Committee”  shall  have  the  same  mean¬ 
ing  as  when  used  in  said  amended  mar¬ 
keting  agreement  and  order;  and  the 
terms  “U.  S.  No.  1  Russet”  and  “standard 
pack”  shall  have  the  same  meaning  as 
when  used  in  the  revised  United  States 
Standards  for  Florida  Tangerines 
(§§  51.1810  to  51.1836  of  this  title). 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  January  5,  1956. 

[seal]  S.  R.  Smuth, 

Director,  Fruit  and  Vegetable 
Division,  Agricultural  Mar- 
.  keting  Service. 

[F.  R.  Doc.  56-144;  Filed,  Jan.  6,  1956; 

8:48  a.  m.] 


[Lemon  Reg.  623] 

Part  953 — Lemons  Grown  in  California 
AND  Arizona 

limitations  of  shipments 

§  953.730  Lemon  Regulation  623 — (a) 
Findings.  (1)  Pursuant  to  the  market¬ 
ing  agreement,  as  amended,  and  Order 
No.  53,  as  amended  (7  C!FR  Part  953; 
20  F.  R.  8451),  regulating  the  handling 
of  lemons  grown  in  the  State  of  Cali¬ 
fornia  or  in  the  State  of  Arizona,  effec¬ 
tive  under  the  applicable  provisions  of 
the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  (7  U.  S,  C. 
601  et  seq.),  and  upon  the  basis  of 
the  recommendation  and  information 
submitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and 
order,  and  upon  other  available  infor¬ 
mation,  it  is  hereby  found  that  the  lim¬ 
itation  of  the  quantity  of  such  lemons 
which  may  be  handled,  as  hereinafter 
provided,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient,  and  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for  mak¬ 


ing  the  provisions  hereof  effective  as 
hereinafter  set  forth.  Shipments  of 
lemons,  grown  in  the  State  of  California 
or  in  the  State  of  Arizona,  are  currently 
subject  to  regulation  pursuant  to  said 
amended  marketing  agreement  and  or¬ 
der;  the  recommendation  and  support¬ 
ing  information  for  regulation  during 
the  period  specified  herein  was  promptly 
submitted  to  the  Department  after  an 
open  meeting  of  the  Lemon  Administra¬ 
tive  Committee  on  January  4,  1956, 
such  meeting  was  held,  after  giving  due 
notice  thereof  to  consider  recommenda¬ 
tions  for  regulation,  and  interested  per¬ 
sons  were  afforded  an  opportunity  to 
submit  their  views  at  this  meeting;  the 
provisions  of  this  section,  including  its 
effective  time,  are  identical  with  the 
aforesaid  recommendation  of  the  com¬ 
mittee,  and  information  concerning  such 
provisions  and  effective  time  has  been 
disseminated  among  handlers  of  such 
lemons;  it  is  necessary,  in  order  to  ef¬ 
fectuate  the  declared  policy  of  the  act, 
to  make  this  section  effective  during  the 
period  hereinafter  specified;  and  com¬ 
pliance  with  this  section  will  not  require 
any  special  preparation  on  the  part  of 
persons  subject  thereto  which  cannot  be 
completed  by  the  effective  time  thereof. 

(b)  Order.  (1)  The  quantity  of 
lemons  grown  in  the  State  of  California 
or  in  the  State  of  Arizona  which  may 
be  handled  during  the  period  beginning 
at  12:01  a.  m.,  P.  s.  t.,  January  8,  1956, 
and  ending  at  12:01  a.  m.,  P.  s.  t.,  Jan¬ 
uary  15,  1956,  is  hereby  fixed  as  follows: 

(1)  District  1 :  32,550  cartons; 

(ii)  District  2:  167,400  cartons; 

(iii)  District  3:  Unlimited  movement. 

(2)  As  used  in  this  section,  “handled,” 
“District  1,”  “District  2,”  and  “District 
3”  have  the  same  meaning  as  when 
used  in  the  said  amended  marketing 
agreement  and  order;  and  “carton” 
means  the  standard  one-half  orange, 
grapefruit  or  lemon  box  set  forth  as 
standard  container  number  58  in  section 
828.83,  as  amended,  of  the  Agricultural 
Code  of  California. 

(Sec.  6,  49  stat.  753,  as  amended;  7  D.  S.  C. 
608c) 

Dated:  January  5, 1956. 

[seal]  Floyd  F.  Hedlund, 

Acting  Director,  Fruit  and  Vege¬ 
table  Division,  Agricultural 
Marketing  Service. 

[F.  R.  Doc.  56-156;  Filed,  Jan.  6,  1956; 

8:51  a.  m.] 


Part  989 — Raisins  Produced  From  Rai¬ 
sin  Variety  Grapes  Grown  in  Cali¬ 
fornia 

FURTHER  modification  OF  MINIMUM  GRADE 
AND  CONDITION  STANDARDS  FOR  NATURAL 
CONDITION  RAISINS  AND  MINIMUM  GRADE 
STANDARDS  FOR  PACKED  RAISINS 

Correction 

In  the  first  paragraph  of  Federal  Reg¬ 
ister  Document  56-38,  appearing  at  page 
1  of  the  January  4,  1956,  issue,  “Market¬ 
ing  Agreement  No.  1091”  should  read 
“Marketing  Agreement  No.  109”. 


Saturday,  January  7,  1956 


FEDERAL  REGISTER 
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TITLE  15— COMMERCE  AND 
FOREIGN  TRADE 

Chapter  III — Bureau  of  Foreign  Com¬ 
merce,  Department  of  Commerce 

Subchapier  A — Miscellaneous  Regulations 
Part  361 — ^British  Token  Import  Plan 

PROCEDURE 

Part  361 — ^British  Token  Import  Plan 
is  amended  in  the  following  particulars:  ^ 
Section  361.1  Procedure  is  amended  to 
read  as  follows: 

§  361.1  Procedure.  The  procedures 
governing  administration  of  the  British 
Token  Import  Plan,  for  the  Plan  year 
1956,  and  the  role  of  the  Bureau  of  For¬ 
eign  Commerce,  Department  of  Com¬ 
merce  therein,  are  set  forth  in  this  part. 

(R.  S.  161;  5U.  S.C.22) 

Loring  K.  Macy, 
Director, 

Bureau  of  Foreign  Commerce. 

IF.  R.  Doc.  56-136;  Filed,  Jan.  6,  1956; 
8:47  a.  m.] 


TITLE  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health, 
Education,  and  Welfare 

Part  141c — Chlortetracycline  (or  Tet¬ 
racycline)  and  Chlortetracycline- 

(OR  TET<aRYCLINE-)  CONTAINING  DRUGS 

Tests  and  Methods  of  Assay 

Part  146 — General  Regulations  for  the 
Certification  of  Antibiotic  and 
Antibiotic-Containing  Drugs 

Part  146a — Certification  of  Penicillin 
AND  Penicillin-Containing  Drugs 

Part  146b — Certification  of  Strepto¬ 
mycin  (or  Dihydrostreptomycin)  and 
Streptomycin-  (or  Dihydrostrepto¬ 
mycin-)  Containing  Drugs 

Part  146c — Certification  of  Chlortet¬ 
racycline  (OR  Tetracycline)  and 
Chlortetracycline-  (or  Tetracy¬ 
cline-)  Containing  Drugs 

Part  146d — C?ertification  of  Chloram¬ 
phenicol  AND  Ci^HLORAMPHENICOL-CON- 
TAiNiNG  Drugs 

MISCELLANEOUS  AMENDMENTS 

By  Virtue  of  the  authority  vested  in 
the  Secretary  of  Health,  Education,  and 
Welfare  by  the  provisions  of  the  Federal 
Pood,  Drug,  and  Cosmetic  Act  (sec.  507, 
59  Stat.  463,  61  Stat.  11,  63  Stat.  409,  67 
Stat.  389;  sec.  701,  52  Stat.  1055;  21 
U.  S.  C.  357,  371)  and  delegated  to  the 
Commissioner  of  Food  and  Drugs  by  the 
Secretary  (20  P.  R.  1996) ,  the  regulations 
for  tests  and  methods  of  assay  for  anti- 


^  This  amendment  makes  the  British  Token 
Imp>ort  IMan  Regulations  set  forth  in  this 
part  also  applicable  to  the  Plan  year  1956, 
since  the  British  Government  has  continued 
for  such  period  its  Token  Import  Plan  ar¬ 
rangement  with  the  United  States.  For 
proposal  to  amend  the  regulations,  see  De¬ 
partment  of  Commerce,  Bureau  of  Foreign 
Commerce,  15  CFR  Part  361,  in  Notice  of 
Proposed  Rule  making  section,  infra. 


biotic  and  antibiotic-containing  drugs 
<21  CFR,  Part  141c;  20  P.  R.  1551)  and 
certification  of  antibiotic  and  antibiotic- 
containing  drugs  (21  CFR,  Parts  146, 
146a,  146b,  146c,  146d;  20  F.  R.  1377, 1551, 
2355,  3825)  are  amended  as  indicated 
below: 

1.  Section  141C.222  is  amended  by 
changing  the  section  headnote  to  read 
as  follows: 

§  141C.222  Tetracycline  hydrochloride 
oral  suspension  {tetracycline  hydrochlo¬ 
ride  homogenized  mixture) ;  tetracycline 
hydrochloride  oral  solution;  tetracycline 
calcium  oral  suspension.  *  *  • 

2.  In  §  146.26  Animal  feed  containing 
penicillin  •  *  *,  paragraph  (b)  is 
amended  by  changing  subparagraphs  (6) 
and  (7)  to  read  as  follows: 

(6)  It  is  intended  for  use  solely  in  the 
prevention  of  chronic  respiratory  disease 
(air-sac  infection)  and  hexamitiasis  in 
poultry,  infectious  swine  enteritis,  and/or 
calf  scours;  its  labeling  bears  adequate 
directions  and  warnings  for  such  use; 
and  it  contains  not  less  than  50  grams 
of  chlortetracycline  or  oxytetracycline  or 
a  combination  of  such  drugs  per  ton  of 
feed.  When  intended  for  such  uses,  it 
may  also  contain,  in  the  amount  speci¬ 
fied,  one,  but  only  one,  of  the  ingredients 
prescribed  by  paragraph  (a)  of  this 
section. 

(7)  It  is  intended  for  use  solely  as  a 
treatment  for  chronic  respiratory  disease 
(air-sac  infection) ,  sinusitis,  nonspecific 
infectious  enteritis,  blue  comb,  mud  fe¬ 
ver,  and  hexamitiasis  in  poultry,  and/or 
infectious  swine  enteritis;  its  labeling 
bears  adequate  directions  and  warnings 
for  such  use;  and  it  contains,  per  ton  of 
feed,  not  less  than  lOO  grams  of  chlor¬ 
tetracycline  or  oxytetracycline  or  a  com¬ 
bination  of  such  drugs,  or  not  less  than 
75  grams  of  streptomycin  and  15  grams 
of  penicillin.  When  intended  for  such 
uses,  it  may  also  contain,  in  the  amount 
specified,  one,  but  only  one,  of  the  in¬ 
gredients  prescribed  by  paragraph  (a) 
of  this  section.  If  it  is  intended  for  use 
solely  in  poultry,  it  may  contain  0.1 
percent  of  para-aminobenzoic  acid  or  the 
sodium  or  potassium  salt  of  para-amino¬ 
benzoic  acid;  or  if  it  is  intended  for  con¬ 
tinuation  of  coccidiosis  prevention  it 
shall  contain,  in  the  amounts  specified, 
one  of  the  ingredients  prescribed  by  sub- 
paragraph  (1)  of  this  paragraph. 

3.  Section  14€a.64  l-Ephenamine  pen¬ 
icillin  G  •  •  ♦  is  amended  in  paragraph 
(c)  (3)  by  changing  the  number  “36”  to 
“48”. 

4.  Section  146b.ll5  Streptomycin  sul¬ 
fate  powder  oral  veterinary  •  *  ♦  is 
amended  as  follows: 

a.  Paragraph  (a)  Standards  of  iden¬ 
tity  ♦  *  *  is  amended  by  inserting  in 
the  first  sentence,  immediately  after  the 
words  “stabilizing  agents”,  the  words 
“and  with  or  without  one  or  more  suit¬ 
able  sulfonamides.” 

b.  Paragraph  (c)  Labeling  is  amended 
by  renumbering  subdivisions  (iii),  (iv). 
and  (V)  of  subparagraph  (1)  as  (iv),  (v), 
and  (Vi),  respective^,  and  inserting  the 
following  new  subdivision  (iii)  between 
subdivision  (ii)  and  renumbered  sub¬ 
division  (iv) : 


(iii)  If  it  contains  one  or  more  sul¬ 
fonamides,  the  name  and  quantity  of 
each  such  ingredient. 

c.  Paragraph  (c)  is  further  amended 
by  renumbering  subparagraph  (2)  as  (3) 
and  inserting  the  following  new  sub- 
paragraph  (2)  between  subparagraph 
(1)  and  renumbered  subparagraph  (3) : 

(2)  On  the  label  and  labeling,  if  it 
contains  one  or  more  sulfonamides,  after 
the  name  “streptomycin  sulfate  powder 
oral  veterinary”  or  “streptomycin  sulfate 
granules  oral  veterinary,”  wherever  such 
name  appears,  the  words  “with  sulfona- 
mide(s),”  in  juxtaposition  with  such 
name. 

5.  Section  146C.222  is  amended  by 
changing  the  section  headnote  to  read  as 
follows: 

§  146C.222  Tetracycline  hydrochloride 
oral  suspension  {tetracycline  hydrochlo¬ 
ride  homogenized  mixture) ;  tetracycline 
hydrochloride  oral  solution;  tetracycline 
calcium  oral  suspension.  •  •  ♦ 

6.  In  §  146d.309  Chloramphenicol- 
strepotmycin  capsules  *  *  *,  paragraph 
(a)  (4)  is  amended  by  changing  the 
number  “24”  to  “36”. 

Notice  and  public  procedure  are  not 
necessary  prerequisites  to  the  promulga¬ 
tion  of  this  order  and  I  so  find,  since  it 
was  drawn  in  collaboration  with  inter¬ 
ested  members  of  the  affected  industry, 
since  it  conditionally  relaxes  existing  re¬ 
quirements,  and  since  it  would  be  against 
public  interest  to  delay  providing  for  the 
amendments  set  forth  above. 

I  further  find  that  animal  feeds  con¬ 
taining  antibiotics  drugs  need  not  com¬ 
ply  with  the  requirements  of  sections  502 
(1)  and  507  of  the  Federal  Food,  Drug, 
and  Cosmetic  Act  in  order  to  insure  their 
safety  and  efllcacy,  provided  they  are 
used  in  the  amounts  and  for  the  purposes 
specified  in  these  amendments. 

This  order  shall  become  effective  upon 
issuance,  since  both  the  public  and  the 
affected  industry  will  benefit  by  the  earli¬ 
est  effective  date,  and  I  so  find. 

(Sec.  701,  52  Stat.  1055;  21  U.  S.  C.  371.  In¬ 
terpret  or  apply  sec.  507,  59  Stat.  463,  as 
amended;  21  U.  S.  C.  357) 

Dated:  January  3,  1956. 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

IF.  R.  Doc.  56-121;  FUed,  Jan.  6,  1956; 
8:45  a.  m.] 


TITLE  26— INTERNAL  REVENUE, 
1954 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

Subchapter  A— Income  Tax 
[T.  D.  6158] 

Part  1 — Income  Tax;  Taxable  Years 
Beginning  After  December  31,  1953 

DISCHARGE  OF  INDEBTEDNESS 

On  May  10,  1955,  notice  of  proposed 
rule  making  regarding  the  regulations 
under  sections  108  and  1017  of  the  In¬ 
ternal  Revenue  Code  of  1954  (Public  Law 
591,  83d  Cong.),  approved  August  16, 
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1954,  was  published  in  the  Pbderal  Reg¬ 
ister  (20  F.  R.  3152) .  Alter  considera¬ 
tion  of  such  relevant  suggestions  as  were 
presented  by  interested  persons  regard¬ 
ing  the  proposals,  the  following  regula¬ 
tions  are  hereby  adopted: 

Sec. 

1.108  (a)  Statutory  provisions;  Income 

from  discharge  of  indebted¬ 
ness;  special  rule  of  exclusion. 

1.108  (a)-l  Income  from  discharge  of  in¬ 
debtedness. 

1.108  (a) -2  Making  and  filing  of  consent. 

1.108  (b)  Statutory  provisions;  income 

from  discharge  of  indebted¬ 
ness;  railroad  corporations. 

1.108  (b)-l  Income  from  discharge  of  in¬ 
debtedness  of  railroad  corpo¬ 
rations. 

1.1017  Statutory  provisions;  basis  rules 

of  general  application;  dis¬ 
charge  of  indebtedness. 

1.1017- 1  Adjusted  basis;  discharge  of  in¬ 

debtedness;  general  rule. 

1.1017- 2  Adjusted  basis;  discharge  of  in¬ 

debtedness;  special  cases. 

Authoritt:  §§  1.108  to  1.1017-2  issued  un¬ 
der  sec.  7805,  68A  Stat.  917;  26  U.  S.  C.  7805. 
Interpret  or  apply  secs.  108,  1017,  68A  Stat. 
32,  301;  26  U.  S.  C.  108,  1017. 

§  1.108  (a)  Statutory  provisions;  in-- 
come  from  discharge  of  indebtedness; 
special  rule  of  exclusion. 

Sec.  108.  Income  from  discharge  of  in¬ 
debtedness — (a)  Special  rule  of  exclusion. 
No  amount  shall  be  included  in  gross  in¬ 
come  by  reason  of  the  discharge,  in  whole 
or  in  part,  within  the  taxable  year,  of  any 
Indebtedness  for  which  the  taxpayer  is 
liable,  or  subject  to  which  the  taxpayer 
holds  property,  if — 

(1)  The  indebtedness  was  incurred  or 
assumed — 

(A)  By  a  corporation,  or 

(B)  By  an  individual  in  connection  with 
property  used  in  his  trade  or  business,  and 

(2)  Such  taxpayer  makes  and  files  a  con¬ 
sent  to  the  regulations  prescribed  under 
section  1017  (relating  to  adjustment  of 
basis)  then  in  effect  at  such  time  and  in 
such  manner  as  the  Secretary  or  his  dele¬ 
gate  by  regulations  prescribes. 

In  such  case,  the  amount  of  any  income 
of  such  taxpayer  attributable  to  any  un- 
amortlzed  premium  (computed  as  of  the 
first  day  of  the  taxable  year  in  which  such 
discharge  occurred)  with  respect  to  such 
indebtedness  shall  not  be  included  in  gross 
Income,  and  the  amount  of  the  deduction 
attributable  to  any  unamortized  discount 
(computed  as  of  the  first  day  of  the  taxable 
year  in  which  such  discharge  occurred)  with 
respect  to  such  indebtedness  shall  not  be 
allowed  as  a  deduction. 

§  1.108  (a)-l  Income  from  discharge 
of  indebtedness,  (a)  (1)  Section  108  (a) 
provides  a  specific  exclusion  from  gross 
income,  at  the  taxpayer’s  election,  of  the 
amount  of  income  attributable  to  the 
discharge  of  indebtedness,  in  whole  or 
in  part,  within  the  taxable  year.  In 
order  to  take  advantage  of  the  exclu¬ 
sion,  the  taxpayer  must  file  a  consent  to 
applicable  regulations  relating  to  the 
adjustment  of  basis,  in  accordance  with 
§  1.108  (a) -2.  This  section  applies  to 
indebtedness  incurred  or  assumed 
either  (i)  by  a  corporation,  or  (ii)  by 
an  individual  in  connection  with  prop¬ 
erty  used  in  his  trade  or  business;  and 
it  covers  any  such  indebtedness  for 
which  the  corporate  or  individual  tax¬ 
payer  is  liable  or  subject  to  which  the 
taxpayer  holds  property. 


(2)  For  purposes  of  section  108  (a) 
and  this  section,  the  determination  as 
to  whether  an  indebtedness  is  incurred 
or  assumed  by  an  individual  in  connec¬ 
tion  with  property  used  in  his  trade  or 
business  depends  upon  the  facts  of  each 
particular  case.  Where  an  indebtedness 
(whether  secured  or  unsecured)  is  in¬ 
curred  or  assumed  by  an  individual  and 
where  the  proceeds  of  such  indebtedness 
are  used  to  purchase,  improve,  or  repair 
property  used  in  the  trade  or  business, 
section  108  (a)  shall  apply  to  the  dis¬ 
charge  of  such  indebtedness.  However, 
an  indebtedness  of  an  individual  will  not 
be  considered  as  incurred  in  connection 
with  property  used  in  his  trade  or  busi¬ 
ness  merely  because  it  can  be  shown  that 
the  indebtedness  was  secured  by  prop¬ 
erty  used  in  the  trade  or  business. 

(b)  (1)  If,  as  of  the  first  day  of  the 
taxable  year  in  which  a  discharge  of  in¬ 
debtedness  occurs,  there  is  unamortized 
premium,  the  amount  of  the  income  at¬ 
tributable  to  such  premium  shall  be  ex¬ 
cluded  from  gross  income.  For  example: 
On  January  1,  1955,  the  M  Corporation 
(which  files  its  return  on  a  calendar  year 
basis)  had  outstanding  an  issue  of  A 
bonds  of  the  face  value  of  $10,000,  and 
as  of  that  day  there  was  $100  unamor¬ 
tized  premium  on  this  bond  issue.  On 
September  1,  1955,  the  M  Corporation 
purchased  these  bonds  for  $9,000.  The 
total  amount  to  be  excluded  from  gross 
income  under  this  section  is  $1,100. 

(2 )  If,  as  of  the  first  day  of  the  taxable 
year  in  which  a  discharge  of  indebtedness 
occurs,  there  is  unamortized  discount, 
the  amount  of  the  deduction  attributable 
to  such  discount  shall  be  disallowed  as 
a  deduction.  For  example:  On  January 
1,  1955,  the  N  Corporation  (which  files 
its  return  on  a  calendar  year  basis)  had 
outstanding  an  issue  of  B  bonds  of  the 
face  value  of  $10,000,  and  as  of  that  day 
there  was  $50  unamortized  discount  on 
this  bond  issue.  On  September  1,  1955, 
the  N  Corporation  purchased  these  bonds 
for  $9,000.  The  total  amount  to  be  ex¬ 
cluded  from  gross  income  under  this  sec¬ 
tion  is  $950. 

(c)  Section  108  (a)  and  this  section 
are  inapplicable  in  the  case  of  any  dis¬ 
charge  occurring  in  any  proceeding  un¬ 
der  section  77B  of  the  Bankruptcy  Act 
(48  Stat.  912,  repealed  June  22,  1938), 
under  Chapter  X  or  XI  of  such  act  (11 
U.  S.  C.,  ch.  10, 11) ,  or  under  Chapter  XV 
of  such  act  (53  Stat.  1134,  expired  July 
31,  1940)  if  the  proceeding  under  such 
Chapter  XV  was  initiated  by  a  petition 
filed  on  or  before  July  31,  1940,  and  with 
respect  to  any  discharge  of  indebtedness 
to  which  section  108  (b)  applies. 

§  1.108  (a) -2  Making  and  filing  of 
consent.  In  order  to  take  advantage  of 
the  exclusion  from  gross  income  pro¬ 
vided  by  section  108  (a) ,  a  taxpayer  must 
file  with  his  return  for  the  taxable  year 
a  consent  to  have  the  basis  of  his  prop¬ 
erty  adjusted  in  accordance  with  the 
regulations  prescribed  under  section 
1017  which  are  in  effect  at  the  time  of 
filing  such  return.  See  §§  1.1017-1  and 
1.1017-2.  In  special  cases,  however, 
where  the  taxpayer  establishes  to  the 
satisfaction  of  the  Commissioner  reason¬ 
able  cause  for  failure  to  file  the  necessary 
consent  with  his  original  return,  he  may 


file  the  consent  with  an  amended  return 
or  claim  for  credit  or  refund;  and  in  such 
cases,  the  consent  shall  be  to  the  regula¬ 
tions  which,  at  the  time  of  filing  the 
consent,  are  applicable  to  the  taxable 
year  for  which  such  consent  is  filed.  In 
all  cases  the  consent  shall  be  made  by  or 
on  behalf  of  the  taxpayer  on  Form  982, 
in  duplicate,  in  accordance  with  these 
regulations  and  the  instructions  on  the 
form  or  issued  therewith. 

§  1.108  (b)  Statutory  provisions;  in¬ 
come  from  discharge  of  indebtedness; 
railroad  corporations. 

Sec.  108.  Income  from  discharge  of  in¬ 
debtedness.  *  *  • 

(b)  Railroad  corporations.  No  amount 
shall  be  Included  in  gross  Income  by  reason 
of  the  discharge,  cancellation,  or  modifica¬ 
tion,  in  whole  or  in  part,  within  the  taxable 
year,  of  any  indebtedness  of  a  railroad  cor¬ 
poration,  as  defined  in  section  77  (m)  of 
the  Bankruptcy  Act  (11  U.  S.  C.  205  (m) ),  if 
such  discharge,  cancellation,  or  modification 
is  effected  pursuant  to  an  order  of  a  court 
in  a  receivership  proceeding  or  in  a  proceed¬ 
ing  under  section  77  of  the  Bankruptcy  Act. 
In  such  cases,  the  amount  of  any  income  of 
the  taxpayer  attributable  to  any  unamor¬ 
tized  premium  (computed  as  of  the  first  day 
of  the  taxable  year  in  which  such  discharge 
occurred)  with  respect  to  such  indebtedness 
shall  not  be  included  in  gross  income,  and 
the  amount  of  the  deduction  attributable  to 
any  unamortized  discount  (computed  as  of 
the  first  day  of  the  taxable  year  in  which 
such  discharge  occurred)  with  respect  to 
such  indebtedness  shall  not  be  allowed  as 
a  deduction.  Subsection  (a)  of  this  section 
shall  not  apply  with  respect  to  any  discharge 
of  indebtedness  to  which  thflUsubsection 
applies.  This  subsection  shall  not  apply  to 
any  discharge  occurring  in  a  taxable  year 
beginning  after  December  31,  1955. 

§  1.108  (b)-l  Income  from  discharge 
of  indebtedness  of  railroad  corporations. 

(a)  Under  section  108  (b),  the  amount 
of  any  income  attributable  to  the  dis¬ 
charge,  cancellation,  or  modification,  in 
whole  or  in  part,  within  the  taxable  year, 
of  any  indebtedness  of  a  railroad  corpo¬ 
ration  as  a  result  of  an  order  of  a  court 
in  a  receivership  proceeding,  or  in  a 
railroad  reorganization  proceeding  under 
section  77  of  the  Bankruptcy  Act  (11 
U.  S.  C.  205)  is  excluded  from  the  gross 
income  of  the  railroad  corporation.  The 
section  is  applicable  only  in  a  case  where 
income  accrues  to  a  taxpayer  from  the 
discharge,  modification,  or  cancellation 
of  the  corporate  indebtedness  (whether 
in  whole  or  in  part)  pursuant  to  a  court 
order. 

(b)  The  railroad  corporations  to 
which  this  section  and  section  108  (b) 
apply  are  those  defined  in  section  77  (m) 
of  the  Bankruptcy  Act  (11  U.  S.  C.  205 
(m)),  namely,  any  common  carrier  by 
railroad  engaged  in  the  transportation 
of  persons  or  property  in  interstate  com¬ 
merce,  except  a  street,  a  suburban,  or 
interurban  electric  railway  which  is  not 
operated  as  a  part  of  a  general  railroad 
system  of  transportation  or  which  does 
not  derive  more  than  50  percent  of  its 
operating  revenues  from  the  transporta¬ 
tion  of  freight  in  standard  steam  railroad 
freight  equipment. 

(c)  As  used  in  section  108  (b)  and 
this  section,  the  term  “indebtedness” 
means  an  obligation,  absolute  and  not 
contingent,  to  pay  on  demand  or  within 
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a  given  time,  in  cash  or  another  medium, 
a  fixed  amount. 

(d)  If,  as  of  the  first  day  of  the  tax¬ 
able  year  in  which  a  discharge  of  in¬ 
debtedness  occurs,  there  is  unamortized 
premium,  the  amount  of  the  income 
attributable  to  such  premium  shall  be 
excluded  from  gross  income.  If,  as  of 
the  first  day  of  the  taxable  year  in  which 
a  discharge  of  indebtedness  occurs, 
there  is  imamortized  discount,  the 
amount  of  the  deduction  attributable  to 
such  discount  shall  be  disallowed  as  a 
deduction.  See  §  1.108  (a)-^l  (b)  for 
examples  illustrating  the  application  of 
this  principle. 

(e)  The  provisions  of  section  108  (b) 
and  this  section  are  applicable  with  re¬ 
spect  to  any  discharge  occurring  in  a 
taxable  year  beginning  before  January 
1,  1956. 

§  1.1017  Statutory  provisions:  basis 
rules  of  general  application;  discharge 
of  indebtedness. 

Sec.  1017.  Discharge  of  indebtedness. 
Where  any  amount  is  excluded  from  gross 
Income  under  section  108  (a)  (relating  to 
income  from  discharge  of  indebtedness)  on 
account  of  the  discharge  of  indebtedness  the 
whole  or  a  part  of  the  amount  so  excluded 
from  gross  income  shall  be  applied  in  reduc¬ 
tion  of  the  basis  of  any  property  held 
(whether  before  or  after  the  time  of  the 
discharge)  by  the  taxpayer  during  any  por¬ 
tion  of  the  taxable  year  in  which  such  dis¬ 
charge  occurred.  The  amount  to  be  so  ap¬ 
plied  (not  in  excess  of  the  amount  so 
excluded  from  gross  income,  reduced  by  the 
amount  of  any  deduction  disallowed  under 
section  108  (a) )  and  the  particular  properties 
to  which  the  reduction  shall  be  allocated, 
shall  be  determined  under  regulations  (pre¬ 
scribed  by  the  Secretary  or  his  delegate)  in 
effect  at  the  time  of  the  filing  of  the  consent 
by  the  taxpayer  referred  to  in  section  108 
(a).  The  reduction  shall  be  made  as  of  the 
first  day  of  the  taxable  year  in  which  the 
discharge  occurred,  except  in  the  case  of 
property  not  held  by  the  taxpayer  on  such 
first  day,  in  which  case  it  shall  take  effect  as 
of  the  time  the  holding  of  the  taxpayer 
began. 

§  1.1017-1  Adjusted  basis;  discharge 
of  indebtedness:  general  rule,  (a)  In 
addition  to  the  adjustments  provided  in 
section  1016  and  the  regulations  there¬ 
under  which  are  required  to  be  made 
with  respect  to  the  cost  or  other  basis 
of  property,  and  except  as  otherwise 
provided  in  section  372  (a),  373  (b) 

(2),  or  1018,  a  further  adjustment  shall 
be  made  in  any  case  in  which  there  shall 
have  been  an  exclusion  from  gross  in¬ 
come  under  section  108  (a)  on  account 
of  a  discharge  of  indebtedness  during 
the  taxable  year.  Such  further  adjust¬ 
ments  shall,  except  as  otherwise  provided 
in  §  1.1017-2,  be  made  in  the  following 
manner  and  order  (but  in  the  case  of  an 
individual,  subparagraphs  (1)  to  (4), 
inclusive,  of  this  paragraph,  shall  apply 
only  to  property  used  in  any  trade  or 
business  of  such  individual) : 

(1)  In  the  case  of  indebtedness  in¬ 
curred  to  purchase  specific  property 
(other  than  inventory  or  notes  or  ac¬ 
counts  receivable),  whether  or  not  a 
lien  is  placed  against  such  property  se¬ 
curing  the  payment  of  all  or  part  of 
such  indebtedness,  which  indebtedness 
shall  have  been  discharged,  the  cost  or 
other  basis  of  such  property  shall  be 
decreased  by  an  amount  equal  to  the 


amount  excluded  from  gross  income  un¬ 
der  section  108  (a)  and  attributable  to 
the  discharge  of  the  indebtedness  so 
incurred  with  respect  to  such  property; 

(2)  In  the  case  of  specific  property 
(other  than  inventory  or  notes  or  ac¬ 
counts  receivable)  against  which,  at  the 
time  of  the  discharge  of  the  indebted¬ 
ness,  there  is  a  lien  (other  than  a  lien 
securing  indebtedness  incurred  to  pur¬ 
chase  such  property)  the  costj  or  other 
basis  of  such  property  shall  be  decreased 
by  an  amount  equal  to  the  amount  ex¬ 
cluded  from  gross  income  under  section 
108  (a)  and  attributable  to  the  discharge 
of  the  indebtedness  secured  by  such 
lien; 

(3)  Any  excess  of  the  total  amount 
excluded  from  gross  income  under  sec¬ 
tion  108  (a)  over  the  sum  of  the  adjust¬ 
ments  made  under  subparagraphs  (1) 
and  (2)  of  this  paragraph  shall  next  be 
applied  to  reduce  the  cost  or  other  basis 
of  all  the  property  of  the  debtor  (other 
than  inventory  and  notes  and  accounts 
receivable)  as  follows:  The  cost  or  other 
basis  of  each  unit  .of  property  shall  be 
decreased  in  an  amount  equal  to  such 
proportion  of  such  excess  as  the  adjusted 
basis  (without  reference  to  this  section) 
of  each  such  unit  of  property  bears  to  the 
sum  of  adjusted  bases  (without  reference 
to  this  section)  of  all  the  property  of  the 
debtor  other  than  inventory  and  notes 
and  accounts  receivable; 

(4)  Any  excess  of  the  total  amount 
excluded  from  gross  income  under  sec¬ 
tion  108  (a)  over  the  sum  of  the  adjust¬ 
ments  made  under  subparagraphs  (1), 
(2),  and  (3)  of  this  paragraph  shall  next 
be  applied  to  reduce  the  cost  or  other 
basis  of  inventory  and  notes  and  ac¬ 
counts  receivable,  as  follows:  The  cost 
or  other  basis  of  inventory  or  notes  or 
accounts  receivable,  as  the  case  may  be, 
shall  be  decreased  in  an  amount  equal 
to  such  proportion  of  such  excess  as  the 
adjusted  basis  of  inventory,  notes  re¬ 
ceivable  or  accounts  receivable,  as  the 
case  may  be,  bears  to  the  sum  of  the 
adjusted  bases  of  such  inventory  and 
notes  and  accounts  receivable; 

(5)  In  the  case  of  an  individual,  any 
excess  of  the  total  amount  excluded  from 
gross  income  under  section  108  (a)  over 
the  sum  of  the  adjustments  made  under 
subparagraphs  (1),  (2),  (3),  and  (4)  of 
this  paragraph  shall  next  be  applied  to 
reduce  the  cost  or  other  basis  of  his 
property  held  for  the  production  of  in¬ 
come,  as  follow's:  The  cost  or  other  basis 
of  each  unit  of  such  property  shall  be 
decreased  in  an  amount  equal  to  such 
proportion  of  such  excess  as  the  adjusted 
basis  (without  reference  to  this  section) 
of  each  such  unit  of  property  bears  to 
the  sum  of  the  adjusted  bases  (without 
reference  to  this  section)  of  all  of  such 
property  of  the  debtor;  and 

(6)  In  the  case  of  an  individual,  any 
excess  of  the  total  amount  excluded  from 
gross  income  under  section  108  (a)  over 
the  sum  of  the  adjustments  made  under 
subparagraphs  (1),  (2),  (3),  (4), and  (5) 
of  this  paragraph  shall  next  be  applied 
to  reduce  the  cost  or  other  basis  of  his 
property  other  than  property  used  in  any 
trade  or  business  and  property  held  for 
the  production  of  income,  as  follows:  The 
cost  or  other  basis  of  each  unit  of  such 
property  shall  be  decreased  in  an  amount 


equal  to  such  proportion  of  such  excess 
as  the  adjusted  basis  (without  reference 
to  this  section)  of  each  such  unit  of 
property  bears  to  the  sum  of  the  adjusted 
bases  (without  reference  to  this  section) 
of  all  of  such  property  of  the  debtor. 

In  the  application  of  subparagraphs  ( 1 ) , 
(2),  (3),  (4),  (5)  and  (6)  of  this  para¬ 
graph,  no  decrease  in  the  cost  or  other 
basis  of  any  property  shall  exceed  the 
amount  of  adjusted  basis  of  such  prop¬ 
erty  without  reference  to  this  section. 

(b)  For  the  purposes  of  this  section: 

(1)  Except  where  the  context  other¬ 
wise  requires,  property  means  all  of  the 
debtor’s  property,  other  than  money; 

(2)  The  phrase  “indebtedness  in¬ 
curred  to  purchase’’  includes  (i)  indebt¬ 
edness  for  money  borrowed  and  applied 
in  the  purchase  of  property  and  (ii)  an 
existing  indebtedness  secured  by  a  lien 
against  the  property  which  the  debtor, 
as  purchaser  of  such  property,  has  as¬ 
sumed  to  pay; 

(3)  The  phrase  “amount  excluded 
from  gross  income  under  section  108 
(a)’’  means  the  amount  of  income  ex¬ 
cluded  under  that  section  reduced  by 
any  deduction  disallowed  under  that 
section  for  unamortized  discount; 

(4)  Adjustments  to  basis  shall  be 
made: 

(i)  In  the  case  of  property  owned  on 
the  first  day  of  the  taxable  year,  as  of 
that  day; 

(ii)  In  the  case  of  property  acquired 
after  the  first  day  of  the  taxable  year,  as 
of  the  day  so  acquired — 

regardless  of  the  time  such  property  was 
subsequently  sold,  exchanged,  or  other¬ 
wise  disposed  of  by  the  taxpayer; 

(5)  Whenever  a  discharge  of  indebt¬ 
edness  is  accomplished  by  a  transfer  of 
the  taxpayer’s  property  in  kind,  the 
difference  between  the  amount  of  the 
obligation  discharged  and  the  fair  mar¬ 
ket  value  of  the  property  transferred  is 
the  amount  which  may  be  applied  in 
reduction  of  basis; 

(6)  Regardless  of  the  amount  ex¬ 
cluded  by  the  taxpayer  from  his  gross 
income  under  section  108  (a)  and  so 
stated  on  Form  982,  the  maximum 
amount  by  which  basis  may  be  reduced 
in  respect  of  the  discharge  of  any  in¬ 
debtedness  is  the  amount  of  income 
resulting  from  the  discharge  of  such 
indebtedness;  and 

(7)  Any  reduction  in  basis  which  re¬ 
mains  to  be  taken  (by  reason  of  an  ex¬ 
clusion  from  gross  income  under  section 
108  (a))  after  the  application  of  sub- 
paragraph  (1)  of  paragraph  (a)  of  this 
section  shall  be  applied  first  against 
property  of  a  character  subject  to  the 
allowance  for  depreciation  under  section 
167,  property  with  respect  to  which  a 
deduction  for  amortization  is  allowable 
under  section  168  or  169,  and  property 
with  respect  to  which  a  deduction  for  de¬ 
pletion  is  allowable  under  section  611 
(but  not  including  property  specified  in 
section  613),  in  the  order  in  which  such 
property  is  described  in  subparagraphs 
(2)  and  (3)  of  paragraph  (a)  of  this 
section.  This  rule  shall  not  be  applica¬ 
ble  to  property  with  respect  to  which 
basis  is  reduced  under  subparagraphs  (5) 
and  (6)  of  paragraph  (a)  of  this  section. 
Any  further  adjustment  in  basis  required 
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to  be  made  under  section  108  (a)  shall 
be  applied  against  other  property  in  the 
order  prescribed  in  subparagraphs  (2), 
(3).  (4),  (5).  and  (6)  of  paragraph  (a) 
of  this  section. 

(c)  The  application  of  paragraph  (a) 
of  this  section  may  be  illustrated  by  the 
following  examples: 

Example  {1).  On  January  1.  1954,  the  N 
Corporation  owned  an  office  building,  which 
it  sold  in  March  1954.  In  June  1954  it  pur¬ 
chased  a  factory  building.  In  October  1954 
the  N  Corporation  bought  in  its  outstanding 
bonds  at  less  than  their  face  value.  Assum¬ 
ing  that  there  is  a  proper  exclusion  from 
gross  income  under  section  108  (a),  the  basis 
of  each  building  shall  be  adjusted  under 
section  1017  for  the  taxable  year  1954.  (But 
see  §  1.1017-2.) 

Example  (2) .  The  M  Corp>oration  had  out¬ 
standing  an  issue  of  A  bonds  which  it  had 
sold  at  a  premium  and  an  issue  of  B  bonds 
which  it  had  sold  at  a  discount.  In  July 
1954  the  M  Corporation  purchased  such  out¬ 
standing  bonds  for  less  than  face  value.  The 
amount  of  income  attributable  to  the  dis¬ 
charge  of  the  A  bonds  is  $1,000  and  the 
amount  of  unamortized  premium  (as  of  the 
first  day  of  the  taxable  year  in  which  the 
discharge  occurred)  is  $200.  The  amount 
of  income  attributable  to  the  discharge  of 
the  B  bonds  is  $1,000  and  the  amount  of 
unamortized  discount  (as  of  the  first  day 
of  the  taxable  year  in  which  the  discharge 
occurred)  is  $50.  Each  issue  of  bonds  is 
regarded  as  a  separate  indebtedness  and  the 
M  Corporation  may  elect  under  section  108 
(a)  with  respect  to  each  issue  or  both  issues. 
If  the  M  Corporation  elects  under  section 
108  (a)  to  have  excluded  from  gross  income 
the  amount  of  income  attributable  to  the 
discharge  of  the  issue  of  A  bonds,  the  total 
reduction  in  basis  of  property  of  the  M 
Corporation  shall  not  exceed  $1,200.  If  the 


M  Corporation  elects  with  respect  to  the 
B  bonds,  the  total  reduction  in  basis  shall 
not  exceed  $950.  If  the  M  Corporation 
elects  with  respoct  to  both  bond  issues,  the 
total  reduction  in  basis  shall  not  exceed 
$2,150. 

§  1.1017-2  Adjusted  basis:  discharge 
of  indebtedness:  special  cases,  (a)  Sec¬ 
tion  1.1017-1  prescribes  the  general 
rule  to  be  followed  in  adjusting  basis  of 
property  where  there  is  a  proper  exclu¬ 
sion  from  gross  income  under  section 
108  (a).  The  taxpayer  may,  however, 
have  the  basis  of  his  property  adjusted 
in  a  manner  different  from  that  set 
forth  in  §  1.1017-1  upon  a  propier  show¬ 
ing  to  the  satisfaction  of  the  Commis¬ 
sioner.  Such  adjustment,  however,  shall 
be  consistent  with  the  principles  of 
§  1.1017-1.  Variations  from  such  gen¬ 
eral  rule  may,  for  example,  involve  ad¬ 
justing  the  basis  of  only  part  of  the  tax¬ 
payer’s  property  or  adjusting  the  basis 
of  all  the  taxpayer’s  property,  according 
to  a  fixed  allocation. 

(b)  A  request  for  variations  from  the 
general  rule  prescribed  in  §  1.1017-1 
shall  be  filed  by  the  taxpayer  with  his 
return  for  the  taxable  year  in  which  the 
discharge  of  indebtedness  occurred  un¬ 
less  a  consent  is  permitted  (under  §  1.108 
(a) -2)  after  the  original  return  has 
been  filed,  in  which  case  such  request 
shall  be  filed  with  the  amended  return 
or  claim  for  credit  or  refund,  as  the  case 
may  be.  Agreement  between  the  tax¬ 
payer  and  the  Commissioner  as  to  any 
variations  from  such  general  rule  shall 
be  effected  only  by  a  closing  agreement 
entered  into  under  the  provisions  of  sec¬ 
tion  7121.  If  no  agreement  is  reached 


between  the  taxpayer  and  the  Commis¬ 
sioner  as  to  variations  from  the  general 
rule  prescribed  in  §  1.1017-1,  then  the 
consent  filed  on  Form  982  shall  be 
deemed  to  be  a  consent  to  the  applica¬ 
tion  of  such  general  rule  and  such 
general  rule  shall  prevail  in  the  de¬ 
termination  of  the  basis  of  the  tax¬ 
payer’s  property.  If  no  agreement  is 
reached  between  the  taxpayer  and  the 
Commissioner  as  to  variations  from  the 
general  rule  and  the  taxpayer  specifi- 
caUy  states  that  he  does  not  consent 
to  the  application  of  the  general  rule, 
then  section  108  (a)  and  section  1017 
shall  not  apply. 

[SEAL]  Russell  C.  Harrington, 

Commissioner  of  Internal  Revenue. 

Approved:  January  3,  1956. 

H.  Chapman  Rose, 

Acting  Secretary  of  the  Treasury. 

[P.  R.  Doc.  56-126;  Filed,  Jan.  6,  1956; 

8:46  a.  m.] 

TITLE  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 

Part  132 — Prohibited  and  Restricted 

Articles 

Correction 

In  Federal  Register  Document  55- 
10603,,  published  in  the  December  31, 
1955,  issue.  Part  132,  appearing  on  page 
10157,  is  corrected  as  follows:  In  the  fifth 
line  of  paragraph  (f)  of  §  132.1  “previ¬ 
ous”  should  read  “precious”. 


PROPOSED  RULE  MAKING 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[  7  CFR  Part  53  1 

Federal  Meat  Grading  Regulations 

NOTICE  OF  PROPOSED  RULE  MAKING 

Notice  is  hereby  given  in  accordance 
with  section  4  of  the  Administrative 
Procedure  Act  (5  U.  S.  C.  1003)  that  the 
Agricultural  Marketing  Service  is  con¬ 
sidering  revising  the  Federal  meat  grad¬ 
ing  regulations  (7  CFR  Part  53,  Subpart 
A,  as  amended)  under  Sections  203  and 
205  of  the  Agricultural  Marketing  Act 
of  1946  (7  U.  S.  C.  1622, 1624)  as  amended 
by  Public  Law  272,  84th  Congress,  and 
under  the  general  language  in  the  item 
for  the  Agricultural  Marketing  Service 
in  the  Department  of  Agriculture  and 
Farm  Credit  Administration  Appropria¬ 
tion  Act,  1956  (Pub.  Law  40,  84th  Con¬ 
gress)  to  read  as  follows: 

Subpart  A — Regulations 

DEFINITIONS 

Sec. 

53.1  Meaning  of  words. 

53.1a  Designation  of  official  certificates, 
memoranda,  marks,  other  identifica¬ 
tions,  and  devices  for  purposes  of 
the  Agricultural  Marketing  Act. 


ADMINISTRATION 

Sec. 

53.2  Authority. 

GRADING  SERVICE  GENERALLY 

53.3  Kind  of  service. 

53.4  Availability  of  service. 

53.5  Recognition  of  non-Federal  meat  in¬ 

spection  systems;  withdrawal  of 
recognition. 

53.6  Recognition  of  non-federally  inspected 

establishments;  withdrawal  of  rec¬ 
ognition. 

53.7  How  to  obtain  service. 

53.8  Order  of  grading  service. 

53.9  When  request  for  grading  service 

deemed  filed. 

53.10  Withdrawal  of  application  or  request 

for  grading  service. 

53.11  Authority  of  agent. 

53.12  Denial  or  withdrawal  of  grading  serv¬ 

ice. 

53.13  Financial  interest  of  official  grader. 

53.14  Accessibility  and  refrigeration  of 

products. 

53.15  Official  certificates. 

53.16  Advance  information  concerning  grad¬ 

ing. 

53.17  Marking  of  products. 

53.18  Official  identifications. 

53.19  Custody  of  identification  devices. 

APPEAL  GRADING  ' 

53.20  What  is  appeal  grading;  requirements 

for  appeal;  certain  grading  not  ap¬ 
pealable. 

53.21  Req-uest  for  appeal  grading. 


Sec. 

53.22  When  request  for  appeal  grading  may 

be  withdrawn. 

53.23  Denial  or  withdrawal  of  appeal  grad¬ 

ing  service. 

53.24  Who  shall  perform  appeal  gradings. 

53.25  Appeal  grading  certificates. 

53.26  Superseded  certificates. 

53.27  Application  of  other  regulations  to 

appeal  grading. 

CHARGES  FOR  GRADING  SERVICES 

53.28  Fees  and  other  charges  for  grading 

services. 

53.29  Payment  of  fees  and  other  charges. 

53.30  Identification. 

53.31  Errors  in  grading. 

DEFINITIONS 

§  53.1  Meaning  of  tvords.  Words 
used  in  the  regulations  in  this  subpart  in 
the  singular  form  shall  be  deemed  to  im¬ 
port  the  plural,  and  vice  versa,  as  the 
case  may  demand.  For  the  purposes  of 
such  regulations,  unless  the  context 
otherwise  requires,  the  following  terms 
shall  be  construed,  respectively,  to  mean: 

(a)  The  acts.  The  Agricultural  Mar¬ 
keting  Act  of  1946  (Title  II  of  the  Act  of 
Congress  approved  August  14,  1946.  60 
Stat.  1087,  as  amended,  7  U.  S.  C.  1621- 
1627),  and  the  general  language  in  the 
item  for  the  Agricultural  Marketing 
Service  in  the  Department  of  Agricul¬ 
ture  and  Farm  Credit  Administration 
Appropriation  Act,  1956  (Pub.  Law  40, 
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84th  Cong.)  or  similar  provisions  of  any 
future  act  of  Congress  conferring  like 
authority. 

(b)  The  regulations.  The  regulations 
in  this  subpart. 

(c)  Department.  The  United  States 
Department  of  Agriculture, 

(d)  Service.  The  Agricultural  Mar¬ 
keting  Service  of  the  Department. 

(e)  Administrator.  The  Administra¬ 
tor  of  the  Service,  or  any  officer  or  em¬ 
ployee  of  the  Service  to  whom  authority 
has  heretofore  been  delegated,  or  to 
whom  authority  may  hereafter  be  dele¬ 
gated,  to  act  in  his  stead. 

(f)  Division.  The  Livestock  Division 
of  the  Service. 

(g)  Director.  The  Director  of  tlie  Di¬ 
vision,  or  any  officer  or  employee  of  the 
Division  to  whom  authority  has  hereto¬ 
fore  been  delegated,  or  to  whom  author¬ 
ity  may  hereafter  be  delegated,  to  act  in 
his  stead. 

(h)  Branch.  The  Meat  Grading 
Branch  of  the  Division. 

(i)  Chief.  The  Chief  of  the  Branch, 
or  any  officer  or  employee  of  the  Branch 
to  whom  authority  has  heretofore  been 
delegated,  or  to  whom  authority  may 
hereafter  be  delegated,  to  act  in  his 
stead. 

(j)  Official  grader.  An  employee  of 
the  Department  authorized  to  determine 
and  certify  or  otherwise  identify  the 
class,  grade,  other  quality,  or  compliance 
of  products  under  the  regulations. 

(k)  Supervisor  of  grading.  An  official 
grader  or  other  person  designated  by  the 
Chief  to  supervise  and  maintain  uni¬ 
formity  in  the  grading  of  products  under 
the  regulations. 

(l)  Office  of  grading.  The  office  of  an 
official  grader. 

(m)  Person.  Any  individual,  part¬ 
nership,  corporation,  or  other  legal  en¬ 
tity,  or  Government  agency. 

(n)  Financially  interested  person. 
Any  person  having  a  financial  interest 
in  the  products  involved,  including  but 
not  limited  to  the  shipper,  receiver,  or 
carrier  of  the  products,  oi:  anyone  acting 
on  behalf  of  such  person. 

(o)  Applicant.  Any  person  applying 
for  grading  service  under  the  regula¬ 
tions. 

(p)  Grading  service.  The  service 
established  and  conducted  under  the  reg¬ 
ulations  for  the  determination  and  cer¬ 
tification  or  other  identification  of  the 
class,  grade,  other  quality,  or  compliance 
of  products. 

(q)  Class.  A  subdivision  of  a  product 
based  on  essential  physical  characteris¬ 
tics  that  differentiate  between  major 
groups  of  the  same  kind  or  species. 

(r)  Grade.  (1)  As  a  noun,  this  term 
means  an  important  commercial  subdivi¬ 
sion  of  a  product  based  on  certain  defi¬ 
nite  and  preference  determining  factors, 
such  as  conformation,  finish,  and  quality 
in  meats. 

(2)  As  a  verb,  this  term  means  to  de¬ 
termine  the  class,  grade,  other  quality, 
or  compliance  of  a  product  according  to 
applicable  standards  for  such  product 
or  according  to  other  specifications  ap¬ 
proved  by  the  Chief. 
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(s)  Quality.  A  combination  of  the  in¬ 
herent  properties  of  a  product  which  de¬ 
termines  its  relative  degree  of  excellence. 

(t)  Compliance.  Conformity  of  a 
product  to  the  specifications  under  which 
the  product  was  prepared,  purchased,  or 
sold,  with  particular  reference  to  its 
cleanliness,  state  of  refrigeration,  meth¬ 
od  of  processing,  and  trim. 

(u)  Standards.  The  standards  of  the 
Department  contained  in  Subpart  B  of 
this  part. 

(V)  Specifications.  Descriptions  with 
respect  to  the  class,  grade,  other  quality, 
quantity,  or  condition  of  products,  other 
than  standards,  prepared  by  Federal  or 
other  Government  agencies  or  other 
persons. 

(w)  Products.  Meats,  prepared  meats, 
meat  by-products,  or  meat  food  products, 

(x)  Animals.  Cattle,  sheep,  swine,  or 
goats. 

(y)  Carcass.  The  commercially  pre¬ 
pared  or  dressed  body  of  any  animal  in¬ 
tended  for  human  food. 

(z)  Meat.  The  edible  part  of  the 
muscle  of  an  animal  which  is  skeletal, 
or  which  is  found  in  the  tongue,  in  the 
diaphragm,  in  the  heart,  or  in  the  esoph¬ 
agus,  and  which  is  intended  for  human 
food,  with  or  without  the  accompanying 
and  overlying  fat  and  the  portions  of 
bone,  skin,  sinew,  nerve,  and  blood  ves¬ 
sels  which  normally  accompany  the  mus¬ 
cle  tissue  and  which  are  not  separated 
from  it  in  the  process  of  dressing.  This 
tei-m  does  not  include  the  muscle  found 
in  the  lips,  snout,  or  ears. 

(aa)  Prepared  meats.  The  products 
intended  for  human  food  which  are  ob¬ 
tained  by  subjecting  meat  to  a  process 
of  drying,  curing,  smoking,  cooking, 
comminuting,  seasoning,  or  flavoring, 
or  to  any  combination  of  such  processes, 
and  to  which  no  considerable  quantity  of 
any  substance  other  than  meat  or  meat 
by-products  has  been  added. 

(bb)  Meat  hy-products.  All  edible 
parts  (other  than  meat  and  prepared 
meats)  intended  for  human  food,  de¬ 
rived  from  one  or  more  animals,  and  in¬ 
cluding  but  not  limited  to  such  organs 
and  parts  as  livers,  kidneys,  sweetbreads, 
brains,  limgs,  spleens,  stomachs,  tripe, 
lips,  snouts,  and  ears. 

(cc)  Meat  food  products.  Any  articles 
Intended  for  human  food  (other  than 
meat,  prepared  meats,  and  meat  by¬ 
products)  which  are  derived  or  prepared, 
in  whole  or  in  substantial  and  definite 
part,  from  any  portion  of  any  animal, 
except  such  articles  as  organo-therapeu- 
tic  substances,  meat  juice,  meat  extract, 
and  the  like,  which  are  only  for  medic¬ 
inal  purposes  and  are  advertised  only 
to  the  medical  profession. 

(dd)  Immediate  container.  The  car¬ 
ton,  can,  pot,  tin,  casing,  wrapper,  or 
other  receptacle  or  covering  constituting 
the  basic  unit  in  which  products  are  di¬ 
rectly  contained  or  wrapped  when  packed 
in  the  customary  manner  for  delivery  to 
the  meat  trade  or  to  consumers. 

(ee)  Shipping  container.  The  recep¬ 
tacle  or  covering  in  which  one  or  more 
immediate  containers  of  products  are 
packed  for  transportation. 

(ff)  Cooperative  agreement.  A  coop¬ 
erative  agreement  between  the  Service 
and  another  Federal  agency  or  a  State 
agency,  or  other  agency,  organization  or 


person  as  specified  in  the  Agricultural 
Marketing  Act  of  1946,  as  amended  (7 
U.  S.  C.  1621  et  seq.)  for  the  conducting 
of  grading  service. 

(gg)  Federal  meat  inspection.  The 
meat  inspection  system  conducted  under 
the  Meat  Inspection  Act,  as  amended  (21 
U.  S.  C.  71  et  seq.)  and  the  regulations 
thereunder  (9  CFR  Parts  1-28,  as 
amended) . 

§  53.1a  Designation  of  official  certifi^ 
cates,  memoranda,  marks,  other  identifi¬ 
cations.  and  devices  for  purposes  of  the 
Agricultural  Marketing  Act.  Subsection 
203  (h)  of  the  Agricultural  Marketing 
Act  of  1946,  as  amended  by  Public  Law 
272,  84th  Congress,  provides  criminal 
penalties  for  various  specified  offenses 
relating  to  official  certificates,  memo¬ 
randa,  marks  or  other  identifications, 
and  devices  for  making  such  marks  or 
identifications,  issued  or  authorized 
under  section  203  of  said  Act,  and  cer¬ 
tain  misrepresentations  concerning  the 
inspection  or  grading  of  agricultural 
products  under  said  section.  For  the 
purposes  of  said  subsection  and  the  pro¬ 
visions  in  this  part,  the  terms  listed 
below  shall  have  the  respective  meanings 
specified : 

(a)  “Official  certificate”  means  any 
form  of  certification,  either  written  or 
printed,  including  that  prescribed  in 
§  53.15,  used  under  the  regulations  to 
certify  with  respect  to  the  inspection, 
class,  grade,  quality,  size,  quantity,  or 
condition  of  products  (including  the 
compliance  of  products  with  applicable 
specifications). 

(b)  “Official  memorandum”  means 
any  initial  record  of  findings  made  by 
an  authorized  person  in  the  process  of 
grading,  inspecting,  or  sampling  pursu¬ 
ant  to  the  regulations,  any  processing  or 
plant-operation  report  made  by  an  au¬ 
thorized  person  in  connection  with  grad¬ 
ing,  inspecting,  or  sampling  under  the 
regulations,  and  any  report  made  by  an 
authorized  person  of  services  performed 
pursuant  to  the  regulations. 

(c)  “Official  mark”  or  “other  official 
identification”  means  any  form  of  mark 
or  other  identification,  including  those 
prescribed  in  §  53.18,  used  under  the  reg¬ 
ulations  in  marking  any  products,  or  the 
containers  thereof,  to  show  inspection, 
class,  grade,  quality,  size,  quantity,  or 
condition  of  the  products  (including  the 
compliance  of  products  with  applicable 
specifications),  or  to  maintain  the  iden¬ 
tity  of  products  graded  under  the  regu¬ 
lations. 

(d)  “Official  device”  means  any  roller, 
stamp,  brand  or  other  device  used  under 
the  regulations  to  mark  any  products,  or 
the  containers  thereof,  with  any  official 
mark  or  other  official  identification. 

ADMINISTRATION 

§  53.2  Authority.  The  Chief  is 
charged  with  the  administration,  under 
the  general  supervision  and  direction  of 
the  Director,  of  the  regulations  and  the 
acts  insofar  as  they  relate  to  the  subject 
matter  of  the  regulations. 

GRADING  SERVICE 

§  53.3  Kind  of  service.  The  service 
under  the  regulations  shall  consist  of  the 
determination  and  certification  or  other 
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Identification,  upon  request  by  the  ap¬ 
plicant,  of  the  class,  grade,  or  other 
quality  of  products  under  applicable 
standards  in  Subpart  B  of  this  part  or 
compliance  of  products  under  specifica¬ 
tions  approved  by  the  Chief  for  this  pur¬ 
pose.  Class,  grade,  and  other  quality 
may  be  determined  under  said  standards 
for  meat  of  cattle,  sheep,  or  swine  in 
carcass  form  or  for  wholesale  cuts  of 
such  meat  other  than  pork  wholesale 
cuts. 

§  53.4  Availability  of  service.  Serv¬ 
ice  under  the  regulations  may  be  made 
available  under  a  cooperative  agreement 
with  respect  to  products  shipped  or  re¬ 
ceived  in  interstate  commerce,  and  with 
respect  to  products  not  so  shipped  or 
received  if  the  Chief  determines  that  the 
furnishing  of  service  for  such  products 
would  facilitate  the  marketing,  distribu¬ 
tion,  processing,  and  utilization  of  agri¬ 
cultural  products  through  commercial 
channels.  Service  will  be  furnished  only 
for  products  processed  and  fabricated, 
and  derived  from  animals  slaughtered, 
at  establishments  operated  under  Fed¬ 
eral  meat  inspection,  or  at  establish¬ 
ments,  recognized  under  §  53.6  operated 
under  some  official  meat  inspection  sys¬ 
tem  recognized  under  §  53.5. 

§  53.5  Recognition  of  non-Federal 
meat  inspection  systems;  withdrawal  of 
recognition — (a)  Conditions  of  recogni¬ 
tion.  Non-Federal  meat  inspection  sys¬ 
tems  will  be  recognized  by  the  Chief  for 
the  purpose  of  §  53.4  only  if  they  are 
established  under  the  authority  of  laws, 
ordinances,  or  similar  provisions  of  a 
state,  county,  city,  or  other  political  sub¬ 
division;  if  they  impose  at  least  the 
equivalent  of  the  following  requirements 
with  respect  to  the  establishments  apply¬ 
ing  for  recognition  under  §  53.6 ;  and  if 
such  requirements  are  enforced  in  a 
manner  satisfactory  to  the  Chief; 

(1)  Requirements  as  to  manner  of  in¬ 
spection  and  operation  of  establish¬ 
ments.  (i)  The  inspection  shall  be  con¬ 
ducted  by  inspectors  who  are  qualified 
veterinarians  or  who  are  supervised  by 
qualified  veterinarians.  All  such  inspec¬ 
tors  shall  be  employed,  assigned,  and  paid 
only  by  the  state,  county,  city,  or  other 
political  subdivision  under  the  meat  in¬ 
spection  laws,  ordinances,  or  similar  pro¬ 
visions  of  which  the  establishment  is 
operated.  Inspectors  shall  not  perform 
any  duty  in  or  for  an  establishment  oper¬ 
ated  under  the  meat  inspection  system 
other  than  that  as  inspectors. 

( ii )  The  inspection  of  slaughtering  op¬ 
erations  shall  include  ante-mortem  and 
post-mortem  inspection.  The  inspector 
shall  examine  each  animal  immediately 
prior  to  slaughter  for  the  purpose  of 
eliminating  all  unfit  animals  and  segre¬ 
gating,  for  more  thorough  examination, 
all  animals  suspected  of  being  affected 
with  a  condition  which  might  influence 
their  disposition  on  post-mortem  inspec¬ 
tion.  The  unfit  animals  shall  not  be  per¬ 
mitted  to  enter  the  slaughtering  depart¬ 
ment  of  the  establishment,  and  the  sus¬ 
pected  animals  shall  not  be  permitted 
to  enter  the  slaughtering  department 
until  they  have  been  found  by  veterinary 
inspection  to  be  fit  for  slaughter.  The 
suspected  animals  that  are  permitted 
to  be  slaughtered  shall  be  handled  sep¬ 


arate  and  apart  from  the  regular  kill  and 
shall  be  given  a  special  post-mortem  ex¬ 
amination. 

(iii)  The  post-mortem  examination 
shall  be  made  at  the  time  the  animals 
are  slaughtered.  The  inspectors  shall 
examine  the  cervical  lymph  glands,  the 
skeletal  lymph  glands,  the  viscera  and 
organs  with  their  lymph  glands,  and  all 
exposed  surfaces  of  the  carcasses  of  all 
animals.  Such  examination  shall  be 
conducted  in  the  slaughtering  depart¬ 
ment  of  the  establishment  (at  the  time 
of  evisceration)  during  the  slaughtering 
operations  and  shall  not  be  conducted 
on  a  spot  check  basis. 

(iv)  All  of  the  operations  in  the 
slaughtering  department  and  other  de¬ 
partments  of  the  establishment  in  which 
products  are  processed,  fabricated,  or 
otherwise  prepared,  handled,  or  stored 
shall  be  conducted  in  a  clean  and  sani¬ 
tary  manner. 

(V)  All  carcasses  and  parts  of  car¬ 
casses,  including  the  viscera,  found  to  be 
diseased  or  otherwise  unfit  for  human 
food  shall  be  condemned  and  removed 
from  the  slaughtering  department  of  the 
establishment  in  equipment  designated 
for  the  purpose  and  shall  be  destroyed 
for  food  purposes  under  the  supervision 
of  an  inspector.  The  disposition  of  all 
such  carcasses  and  parts  thereof,  includ¬ 
ing  the  viscera,  shall  be  under  the  control 
of  a  veterinary  inspector. 

(vi)  Each  carcass  and  part  thereof 
which  has  been  inspected  and  passed 
shall  be  marked  at  the  time  of  inspection 
with  a  mark  assigned  by  and  identify¬ 
ing  the  state,  county,  city,  or  other  po¬ 
litical  subdivision.  Such  marking  shall 
be  done  under  the  supervision  of  the  in¬ 
spector  and  the  marking  device  shall  be 
in  the  custody  of  the  inspector  at  all 
times. 

(vii)  Inspection  at  a  processing  or 
fabricating  establishment  shall  include 
at  least  daily  examinations  on  days  of 
operation  to  assure  (a)  that  all  depart¬ 
ments  are  operated  in  a  clean  and  sani¬ 
tary  manner;  (b)  that  the  products  pre¬ 
pared  therein  are  clean  and  wholesome 
and  are  free  from  adulterants  and  pre¬ 
servatives  except  as  permitted  under  the 
Federal  Meat  Inspection  Regulations  (9 
CFR  Parts  1-28,  as  amended) ;  (c)  that 
products  containing  any  muscle  tissue 
of  pork  prepared  customarily  to  be  eaten 
without  cooking,  are  subjected  to  a  tem¬ 
perature  sufficient  to  destroy  all  live 
trichinae,  or  are  otherwise  processed  to 
destroy  all  live  trichinae  by  means  ac¬ 
ceptable  to  the  Chief;  id)  that  products 
processed  or  fabricated,  or  derived  from 
animals  slaughtered,  in  plants  not  rec¬ 
ognized  by  the  Chief,  are  not  permitted 
to  enter  the  establishment. 

(2)  Requirements  as  to  sanitation  of 
establishment  and  premises,  (i)  The 
establishment  and  its  facilities  shall  be 
well  constructed,  properly  fitted  and 
equipped  for  the  purpose  used,  and  so 
maintained  that  products  prepared 
therein  will  be  clean  and  otherwise 
sound,  healthful,  wholesome,  and  fit  for 
human  food.  The  floors  of  the  estab¬ 
lishment  shall  be  smooth  and  impervious 
and  sloped  so  as  to  drain  freely  and  rap¬ 
idly  to  sewer  connections.  Walls  and 
pillars  in  the  slaughtering  department 
must  be  tight,  smooth,  and  free  from 


crevices.  All  parts  of  the  slaughtering 
department  and  other  departments  of 
the  establishment  in  which  products  are 
processed,  fabricated,  or  otherwise  han¬ 
dled  or  stored  shall  be  kept  clean.  Fa¬ 
cilities  shall  be  provided  for  the  cleaning 
and  sterilization  of  tools,  utensils,  and 
other  equipment.  All  equipment  used  in 
the  establishment  shall  be  made  of  such 
materials  and  be  so  constructed  as  to  be 
readily  and  thoroughly  cleaned  and  shall 
be  kept  clean  and  in  a  sanitary  condi¬ 
tion.  Contaminated  equipment  shall  be 
promptly  cleaned  and  sterilized.  Rooms 
used  for  condemned  products,  inedible 
offal,  hides,  and  other  materials  and  sup¬ 
plies  likely  to  contaminate  products  or 
render  products  inedible  shall  be  com¬ 
pletely  partitioned  from  edible  product 
departments,  except  for  one  aperture  to 
the  slaughtering  department  if  there  is 
one.  This  aperture  shall  be  equipped 
with  a  close-fitting  door  and  shall  be  of 
sufficient  size  to  allow  ready  and  free 
passage  of  materials  designated  as  unfit 
for  human  food  and  all  equipment  used 
therewith. 

(ii)  Drainage  and  sewage  disposal 
shall  be  adequate  to  maintain  the  estab¬ 
lishment  and  premises  in  a  sanitary  con¬ 
dition. 

(iii)  Ventilation  shall  be  sufficient  to 
insme  that  the  atmosphere  in  rooms 
where  products  are  kept  is  free  from  ob¬ 
noxious  odors  emanating  from  inedible 
product  tanks,  offal  rooms,  catch  basins, 
toilet  rooms,  hide  cellars,  refuse  heaps, 
livestock  pens,  and  similar  sources. 
Lighting  shall  be  adequately  maintained 
in  all  rooms  of  the  establishment. 

(iv)  The  establishment  shall  be  pro¬ 
vided  with  ample  supplies  of  potable  hot 
and  cold  water  and  steam,  with  outlets 
conveniently  located  and  equipped  with 
faucets  for  hose  connections,  for  ready 
use  during  slaughtering,  processing,  or 
fabricating  operations  and  for  cleaning. 
Wash  basins  equipped  with  running  hot 
and  cold  water,  soap,  and  towels  shall  be 
placed  in  or  near  the  dressing  rooms  and 
at  such  other  places  in  the  establish¬ 
ments  as  may  be  necessary  to  insure 
cleanliness  of  all  persons  handling  prod¬ 
ucts.  Water  for  sterilizing  purposes 
shall  be  maintained  at  a  temperature  of 
at  least  180“  F. 

(V)  Toilet  rooms  shall  not  communi¬ 
cate  directly  with  any  room  in  which 
animals  are  killed  or  products  are  proc¬ 
essed,  fabricated,  otherwise  handled,  or 
stored.  Dressing  room  facilities  shall  be 
adequate  in  size,  convenient,  equipped 
properly,  and  kept  clean. 

(vi)  All  departments  in  the  establish¬ 
ment  shall  have  adequate  protection 
against  flies,  rodents,  and  other  ver¬ 
min.  However,  the  use  of  poisons  for 
any  purpose  in  rooms  or  compartments 
where  any  unpacked  products  are  proc¬ 
essed,  fabricated,  otherwise  handled,  or 
stored  is  forbidden  except  under  such  re¬ 
strictions  and  precautions  as  the  chief 
veterinary  inspector  in  charge  of  inspec¬ 
tion  at  the  establishment  may  require. 
So-called  rat  viruses  shall  not  be  used  in 
any  part  of  the  establishment  or  its 
premises. 

(vii)  Barnyards,  stock  runs,  pens, 
loading  docks,  and  other  facilities  ap¬ 
purtenant  to  the  establishment  shall  be 
kept  clean.  No  nuisance  shall  be  allowed 
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on  the  premises,  such  as  fly  breeding 
places,  dead  stock,  rat  or  cockroach  infes> 
tation,  rubbish  heaps,  decomposing  ani¬ 
mal  material,  polluted  water  supply, 
insanitary  drainage  disposal,  or  the  like. 

(b)  Withdrawal  of  recognition.  The 
Chief  may  at  any  time,  without  a  hear¬ 
ing,  withdraw  the  recognition  of  any 
nonfederal  meat  inspection  system  rec¬ 
ognized  under  paragraph  (a)  if  he  finds 
that  its  requirements  are  not  the  equiva¬ 
lent  of  those  prescribed  in  said  para¬ 
graph  or  that  one  or  more  of  such 
requirements  are  not  enforced  in  a  sat- 
isfactoi-y  manner.  Upon  such  with¬ 
drawal  the  recognition  under  §  53,6  of  all 
establishments  operating  under  said  sys¬ 
tem  shall  be  automatically  terminated. 

§  53.6  Recognition  of  nonfederally  in¬ 
spected  establishments;  withdrawal  of 
recognition — (a)  Conditions  of  recogni¬ 
tion.  Recognition  will  be  given  by  the 
Chief  for  the  purposes  of  §  53.4  to  a  non¬ 
federally  inspected  establishment  only 
if  it  is  operated  in  accordance  with  the 
requirements  of  a  meat  inspection  system 
recognized  under  §  53.5. 

(b)  Withdrawal  of  recognition.  The 
Chief  may  at  any  time,  without  a  hear¬ 
ing,  withdraw  his  recognition  of  any  non¬ 
federally  inspected  establishment  when 
he  finds  that  the  operator  of  the  estab¬ 
lishment  has  not  made  a  reasonable  ef¬ 
fort  to  comply  with  the  requirements  of 
§  53.5.  Grading  service  will  not  be  fur¬ 
nished  to  such  establishment  until  it  has 
been  demonstrated  for  at  least  30  days 
after  application  is  made  for  reinstate¬ 
ment  of  the  service  at  such  establishment 
that  the  establishment  is  being  operated 
in  accordance  with  the  requirements  of 
§  53.5.  For  the  second  and  each  subse¬ 
quent  withdrawal  of  the  service  under 
this  section,  the  minimum  period  of 
withholding  of  the  service  shall  be  60 
and  90  days,  respectively. 

§  53.7  How  to  obtain  service — (a) 
Application.  Any  financially  interested 
person  may  apply  to  the  Chief  for  serv¬ 
ice  under  the  regulations  with  respect  to 
products  in  which  the  applicant  is  finan¬ 
cially  interested.  If  made  orally,  the 
application  shall  be  confirmed  in  writing 
or  by  telegram.  If  the  service  is  re¬ 
quested  to  be  furnished  at  a  packing 
plant  or  other  establishment  not  oper¬ 
ated  by  the  applicant,  the  application 
shall  be  approved  by  the  operator  of  such 
establishment.  The  application  shall 
state  (1)  the  name  and  address  of  the 
establishment  at  which  the  products  are 
to  be  graded;  (2)  the  name  and  post 
office  address  of  the  applicant  and  of  any 
other  person  on  whose  behalf  the  appli¬ 
cation  is  made;  (3)  the  interest  of  the 
applicant  (and  such  other  person  if 
there  be  one)  in  the  products,  except 
where  application  is  made  by  an  official 
of  a  government  agency  in  his  official 
capacity;  and  (4)  the  name,  post  office 
address,  and  interest  of  all  other  known 
persons,  except  carriers,  financially  in¬ 
terested  in  the  products.  The  applica¬ 
tion  shall  indicate  the  legal  status  of  the 
applicant  as  an  individual,  partnership, 
corporation,  or  other  form  of  legal  en¬ 
tity,  The  application  of  any  partner¬ 
ship  shall  state  the  names  of  all  of  the 
partners  therein.  The  application  of  any 
corporation  shall  state  the  place  of  in¬ 


corporation  and  the  names  and  titles  of 
all  of  the  officers  and  directors  thereof. 
Any  change  in  such  status,  partners,  of¬ 
ficers,  or  directors,  at  any  time  while 
grading  service  is  being  received  shall  be 
promptly  reported  to  the  Chief  by  the 
person  receiving  the  service. 

(b)  Determination  of  eligibility  for 
grading  service;  notice  thereof.  A  sur¬ 
vey  will  be  made  to  determine  the  eligi¬ 
bility  for  grading  service  under  the  reg¬ 
ulations  of  any  nonfederally  inspected 
establishment  preparing  products,  for 
which  an  application  for  service  is  made. 
The  applicant  for  grading  service  at  any 
establishment  will  be  promptly  notified 
whether  his  application  is  approved. 

(c)  Requests  for  service  by  applicant. 
Upon  notification  of  the  approval  of  an 
application  for  grading  service,  the  ap¬ 
plicant  may,  from  time  to  time  as  de¬ 
sired,  file  requests  for  service  under  the 
regulations  with  respect  to  specific  prod¬ 
ucts  for  which  the  service  is  to  be  fur¬ 
nished  under  such  application.  Such 
requests  shall  be  filed  in  an  office  of 
grading  either  directly  or  through  any 
employee  of  the  Service  who  may  be 
designated  for  such  purpose.  Each  re¬ 
quest  shall  include  such  of  the  following 
information  as  the  official  to  whom  the 
application  is  made  may  require:  (1) 
The  date  and  time  of  the  request;  (2) 
the  date  and  time  when  service  is  de¬ 
sired;  (3)  the  kind  and  location  of  the 
products  for  which  grading  service  is  de¬ 
sired;  (4)  the  type  of  service  desired, 
such  as  grading  in  accordance  with  offi¬ 
cial  standards  of  the  Department  or  de¬ 
termination  of  conformity  to  specifica¬ 
tions. 

§  53.8  Order  of  grading  service. 
Grading  service  under  the  regulations 
shall  be  furnished  to  applicants  in  the 
order  in  which  daily  requests  therefor 
are  received,  insofar  as  consistent  with 
good  management,  efficiency  and  econ¬ 
omy.  Precedence  may  be  given  to  re¬ 
quests  made  by  any  government  agency, 
or  any  regular  user  of  the  service,  and  to 
requests  for  appeal  grading  under 
§  53.21. 

§  53.9  When  request  for  grading  serv¬ 
ice  deemed  filed.  A  request  for  grading 
service  under  the  regulations  shall  be 
deemed  to  be  filed  when  received  by  an 
office  of  grading.  Records  showing  the 
date  and  time  of  filing  shall  be  made  and 
kept  in  such  office. 

§  53.10  Withdrawal  of  application  or 
request  for  grading  service.  An  appli¬ 
cation  or  a  request  for  grading  service 
under  the  regulations  may  be  withdrawn 
by  the  applicant  at  any  time  before  the 
application  is  approved  or  prior  to  per¬ 
formance  of  any  grading  upon  payment, 
in  accordance  with  §  53.29,  of  any  ex¬ 
penses  already  incurred  by  the  Service  in 
connection  therewith. 

§  53.11  Authority  of  agent.  Proof  of 
the  authority  of  any  person  making  an 
application  or  a  request  for  grading  serv¬ 
ice  under  the  regulations  on  behalf  of 
any  other  person  may  be  required  at  the 
discretion  of  the  official  in  charge  of  the 
office  of  grading  or  other  employee  re¬ 
ceiving  the  application  or  request  under 
§  53.7. 


§  53.12  Denial  or  withdrawal  of  grad¬ 
ing  service — (a)  For  miscellaneous  rea¬ 
sons.  An  application  or  a  request  for 
grading  service  may  be  rejected,  or  such 
service  may  be  otherwise  denied  to,  or 
withdrawn  from,  any  person,  without  a 
hearing,  by  the  official  in  charge  of  the 
appropriate  office  of  grading,  with  the 
concurrence  of  the  Chief  (1)  for  admin¬ 
istrative  reasons  such  as  the  nonavail¬ 
ability  of  personnel  to  perform  the  serv¬ 
ice;  (2)  for  the  failure  to  pay  for  grading 
service;  (3)  in  case  the  application  or 
request  relates  to  products  which  are  not 
eligible  for  service  under  §  53.4,  or  which 
are  unclean;  (4)  for  other  noncompli¬ 
ance  with  the  conditions  on  which  grad¬ 
ing  service  is  available  as  provided  in 
the  regulations,  except  actions  covered 
by  paragraph  (b) ;  or  - (5)  in  case  the 
person  is  a  partnership,  corporation,  or 
other  person  from  whom  the  benefits  of 
the  service  are  currently  being  withheld 
imder  paragraph  (b)  of  this  section,  or 
is  a  member  of  such  a  partnership  or  an 
officer  or  director  of  such  a  corporation, 
or  was  such  a  member,  officer,  or  direc¬ 
tor  at  the  time  of  the  commission  of  any 
violation  for  which  the  benefits  of  the 
service  are  being  so  withheld.  Notice  of 
such  denial  or  withdrawal  and  the  rea¬ 
sons  therefor  shall  promptly  be  given  to 
the  person  involved. 

(b)  For  misconduct  or  where  service 
would  be  obtained  for  ineligible  person. 
An  application  or  a  request  for  grading 
service  may  be  rejected,  or  such  service 
may  be  otherwise  denied  to,  or  with¬ 
drawn  from,  any  person  who,  or  whose 
employee  or  agent  in  the  scope  of  his 
employment  or  agency,  (1)  has  wilfully 
made  any  misrepresentation  or  has  com¬ 
mitted  any  other  fraudulent  or  deceptive 
practice  in  connection  with  any  applica¬ 
tion  or  request  for  grading  service;  (2) 
has  falsely  made,  issued,  altered,  forged, 
or  counterfeited  any  official  certificate, 
memorandum,  mark,  or  other  identifica¬ 
tion,  or  device  for  making  any  such  mark 
or  identification;  (3)  has  knowingly  ut¬ 
tered,  published,  or  used  as  true  any  such 
falsely  made,  issued,  altered,  forged,  or 
counterfeited  certificate,  memorandum, 
mark,  identification,  or  device;  (4)  after 
making  an  application  for  grading  serv¬ 
ice,  has  used  the  designation  “Prime,” 
“Choice,”  “Good,”  “Commercial,”  “Util¬ 
ity,”  “Cutter,”  “Canner,”  “Cull,”  “Me¬ 
dium,”  “No.  1,”  “No.  2,”  or  “No.  3,”  on 
or  with  respect  to  any  products  which 
have  not  been  graded  under  the  regula¬ 
tions  as  being  of  the  indicated  grade; 
(5)  has  knowingly,  and  without  promptly 
notifying  the  Chief,  retained  possession 
of  any  such  falsely  made,  issued,  altered, 
forged,  or  counterfeited  certificate,  me¬ 
moranda,  mark,  identification,  or  device, 
or  of  any  such  official  device,  or  of  any 
product  bearing  any  such  falsely  made, 
issued,  altered,  forged,  or  counterfeited 
mark  or  identification,  or  of  any  product 
bearing  any  designation  specified  in  (4) 
which  has  not  been  federally  graded  as 
being  of  the  indicated  grade;  (6)  has 
knowingly  represented  that  any  product 
has  been  graded  as  being  of  a  certain 
class,  grade,  other  quality,  or  compliance 
under  the  regulations  when  such  prod¬ 
uct  has  not  been  so  graded;  (7)  has 
otherwise  violated  subsection  203  (h) 
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of  the  Agricultural  Marketing  Act  of 
1946,  as  amended  by  Public  Law  272, 
84th  Congress;  (8)  has  given  or  at¬ 
tempted  to  give,  as  a  loan  or  for  any 
other  purpose,  any  money,  favor,  or 
other  thing  of  value,  to  any  employee  of 
the  Department  authorized  to  perform 
any  function  under  the  regulations;  or 
(9)  has  interfered  with  or  obstructed,- 
or  attempted  to  interfere  with  or  to  ob¬ 
struct,  any  such  employee  in  the  per¬ 
formance  of  his  duties  under  the  regula¬ 
tions  by  intimidation,  threats,  assaults, 
abuse,  or  any  other  improper  means. 
Moreover,  an  application  or  a  request  for 
grading  service  made  in  the  name  of  a 
person  otherwise  eligible  for  service 
under  the  regulations  may  be  rejected, 
or  such  service  may  be  otherwise  denied 
to,  or  withdrawn  from,  such  a  person  in 
case  the  service  is  or  would  be  performed 
at  an  establishment  operated  by  a  part¬ 
nership,  corporation,  or  other  person 
from  whom  the  benefits  of  the  service 
are  currently  being  withheld  under  this 
paragraph,  or  by  a  person  who  is  a  mem¬ 
ber  of  such  a  partnership  or  an  officer 
or  director  of,  or  substantial  investor  in, 
such  a  corporation,  or  was  such  a  mem¬ 
ber,  officer,  director,  or  investor  at  the 
time  of  the  commission  of  any  offense 
under  this  paragraph  for  which  grading 
service  is  currently  being  withheld  from 
such  partnership  or  corporation,  or  in 
case  the  grading  service  is  or  would  be 
performed  at  an  establishment  or  with 
respect  to  any  product  in  which  any  such 
person,  member,  officer,  director,  or  in¬ 
vestor  is  otherwise  financially  interested. 
All  cases  arising  under  this  paragraph 
shall  be  reported  to  the  Director,  for  in¬ 
formal  settlement  of  the  controversy  if 
possible.  If  the  efforts  at  informal  set¬ 
tlement  are  not  successful,  the  matter 
shall  be  reported  to  the  Administrator 
who  will  make  the  final  determination  as 
to  the  action  to  be  taken,  after  oppor¬ 
tunity  for  hearing  before  a  proper  offi¬ 
cial  in  the  Department  is  accorded  the 
persons  involved.  In  any  case  of  a  gross 
or  willful  violation  under  this  paragraph 
by  any  person,  the  official  in  charge  of 
the  appropriate  office  of  grading  may, 
with  the  concurrence  of  the  Chief,  deny 
grading  service  to,  or  withdraw  it  from, 
such  person,  temporarily,  without  hear¬ 
ing,  pending  efforts  at  informal  settle¬ 
ment  and  final  determination  in  accord¬ 
ance  with  this  paragraph.  In  other  cases 
under  this  paragraph,  the  Administrator 
may  deny  grading  service  to,  or  with¬ 
draw  it  from,  any  person,  without  a  hear¬ 
ing,  pending  efforts  at  informal  settle¬ 
ment  and  final  determination  in  accord¬ 
ance  with  this  paragraph.  Notice  of  any 
denial  or  withdrawal  of  service  under 
this  paragraph,  and  the  reasons  therefor, 
shall  promptly  be  given  to  the  persons 
involved. 

(c)  Filing  of  records.  The  final  orders 
in  formal  proceedings  under  paragraph 
(b)  of  this  section  to  deny  or  withdraw 
the  service  under  the  regulations  (except 
orders  required  for  good  cause  to  be  held 
confidential  and  not  cited  as  precedents) 
and  other  records  in  such  proceedings 
(except  those  required  for  good  cause  to 
be  held  confidential)  shall  be  filed  with 
the  Hearing  Clerk  and  shall  be  available 
for  inspection  by  persons  having  a  proper 
interest  therein. 


S  53.13  Financial  interest  of  official 
grader.  No  official  grader  shall  grade 
any  products  in  which  he  or  any  of  his 
relatives  by  blood  or  marriage  is  directly 
or  indirectly  financially  interested. 

§  53.14  Accessibility  and  refrigeration 
of  products.  The  applicant  shall  cause 
the  products  with  respect  to  which  grad¬ 
ing  service  is  requested  to  be  made  easily 
accessible  for  grading  and  to  be  so  placed, 
with  adequate  illuminating  facilities,  as 
to  disclose  their  class,  grade,  other  qual¬ 
ity,  and  compliance.  Grading  service 
will  be  furnished  for  meat  in  carcass 
form  or  wholesale  cuts  only  if  they  are 
properly  chilled.  Determination  of  class, 
grade,  or  other  quality  of  carcass  meat  or 
wholesale  cuts  of  meat  under  the  stand¬ 


ards  in  Subpart  B  of  this  part  will  not  be 
made  if  such  carcass  meat  or  wholesale 
cuts  are  in  a  frozen  state.  Compliance 
may  be  determined  for  any  product  in 
the  fresh  or  frozen  state  as  requested 
by  the  applicant. 

§  53.15  Official  certificates — (a)  JJe- 
quired;  exception.  The  official  grader 
shall  prepare,  sign,  and  issue  official  cer¬ 
tificates  covering  products  grade4  by  him 
unless  through  special  arrangements  ap¬ 
proved  by  the  Chief  this  is  not  required, 
in  which  case  complete  records  of  the 
grading  shall  be  furnished  the  office  of 
grading. 

(b)  Form.  (1)  The  following  consti¬ 
tutes  a  form  of  official  certificate  for 
products  graded  under  the  regulations: 


Fobm  LS-5 
(e-2&-ss) 


United  states  department  of  agriculture 

AGRICULTURAL  MARKETING  SERVICE 


No. 

MEAT  GRADE  CERTIFICATE 


MAIH  STATIOH _ DATE. 

TO _  _ _ 

Applicant  Addxvs 


Shippw  or  SoUac 


Addrau 


Baceiver  or  Buyar  Addrau 

Establishment  Mo.  T.fMVTHnn  _ 

This  ccrtiricate  is  tcceivable  in  all  Courts  of  the  United  States  as  prima  facie  eridence  of  the  truth  of  the  statements  therein  euntaincd 
tUiis  certificate  does  not  excuse  failure  to  comply  with  any  of  the  regulatory  laws  enforced  by  the  United  States  Department  of  Agriculture.) 
Servica  Performed  in  Cooperation  with  The  NaKonal  Live  Stock  and  Meat  Board. 


KIND  OP  PRODUCT  AND  BERVICK 

CLASS 

USDA  GRADE 
OR  OTHER 
QUAUTY 

PIECES 

WEIGHT 

' 

i 

i 

1 

I  certify  that  in  compliance  with  the  Federal  meat  grading  regulations  (7  CFR  Subpart  S3  A,  as  amended) 
under  the  Agricultural  Marketing  Act  of  1946,  as  amended  (7  U.S.C.  1621-1629),  I  examined  the  products 
described  above,  at  the  time  and  place  stated,  and  found  that  at  said  time  and  place  the  class,  grade, 
and  other  quality  of  such  products  were  as  stated  above  and/or  such  products  complied  with  the 
specifications  listed,  with  any  qualifications  noted  above. 


WEIGHTS  NOT  VERIFIED 


Hour  (s) 


Grader. 


Address. 


PLEASE  REFER  TO  THIS  CERTHTCATE  BY  NUMBER  AND  MAIN  STATION 


Saturday,  January  7,  1956 


FEDERAL  REGISTER 
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Where  weight  is  certified,  the  word  “Not” 
shall  be  deleted  from  the  phrase 
“Weights  Not  Verified.” 

(2)  Where  compliance  Is  determined 
for  product  in  a  frozen  state,  the  certifi¬ 
cate  shall  so  specify  and  shall  also 
specify  that  the  indicated  compliance  is 
certified  only  insofar  as  determinable  for 
product  in  the  frozen  state. 

(c)  Distribution.  The  original  cer¬ 
tificate  and  not  to  exceed  two  copies  shall 
be  delivered  or  mailed  immediately  after 
grading  to  the  applicant  or  other  person 
designated  by  him.  One  copy  shall  be 
filed  in  the  office  of  the  official  grader, 
and  one  copy  shall  be  forwarded  to  a 
central  office  designated  by  the  Chief, 
and  such  copies  shall  be  kept  on  file  un¬ 
til  other  disposition  is  ordered  by  the 
Administrator.  Additional  copies  will 
be  furnished  to  any  person  financially 
interested  in  the  products  involved  upon 
the  pasmaent  of  fees  as  provided  in 
§  53.28  (g). 

§  53.16  Advance  information  con¬ 
cerning  grading.  Upon  request  of  any 
applicant,  all  or  any  part  of  the  contents 
of  any  certificate  issued  to  him  under  the 
regulations,  or  other  notification  con¬ 
cerning  the  class,  grade,  other  quality,  or 
compliance  of  products  graded  for  such 
applicant  may  be  transmitted  by  tele¬ 
graph  or  telephone  to  him,  or  to  any  per¬ 
son  designated  by  him,  at  his  expense. 

§  53.17  Marking  of  products.  All 
products  for  which  class  and  grade  un¬ 
der  the  standards  in  Subpart  B  of  this 
part,  or  compliance,  is  determined  under 
the  regulations,  or  the  immediate  and 
shipping  containers  thereof,  shall  be 
stamped,  branded,  or  otherwise  marked 
with  an  appropriate  official  identifica¬ 
tion:  Provided,  That  except  as  otherwise 
directed  by  the  Chief,  such  marking  will 
not  be  required  when  an  applicant  only 
desires  official  certificates  of  class  and 
grade,  or  compliance.  The  marking  of 
products,  or  their  containers,  as  required 
by  this  section  shall  be  done  by  official 
graders  or  under  their  supervision. 

§  53.18  Official  identifications,  (a)  A 
shield  enclosing  the  letters  “USDA”  as 
shown  below,  with  the  appropriate  grade 
designation  “Prime,”  “Choice,”  “Good,” 
“Commercial,”  “Utility,”  “Cutter,”  “Can- 
ner,”  or  “Cull,”  as  provided  in  the  stand¬ 
ards  in  subpart  B  of  this  part,  also  en¬ 
closed  in  the  shield,  and  accompanied 
when  necessary  by  the  class  designation 
“Stag,”  “Bull,”  “Veal,”  “Calf,’-’  “Yearling 
Mutton”  or  “Mutton,”  constitutes  a 
form  of  official  identification  under  the 
regulations  to  show  the  grade,  and  where 
necessary  the  class,  under  said  stand¬ 
ards,  of  steer,  heifer  and  cow  beef,  stag 
beef,  bull  beef,  veal,  calf,  lamb,  yearling 
mutton,  and  mutton. 


(b)  The  following  constitute  forms  of 
official  identifications  under  the  regula¬ 
tions  to  show  compliance  of  products; 


Figure  1. 


Figure  2. 


USDA 

ACCEPTED 
ASSPECIFIED 
AC 


Figure  3. 


USDA 

EXAMINED 
AS  CERTIFIED 
AC 


Figure  4. 


Figure  5. 


The  date,  location,  and  letters  “ND”  and 
“AB”  shown  in  figures  2,  3,  and  4  are  ex¬ 
amples,  respectively,  of  the  date  and  place 
of  grading  and  the  grader’s  identification 
initials  in  particular  instances  and  such  date, 
location  and  letters  will  vary. 

§  53.19  Custody  of  identification  de¬ 
vices.  All  identification  devices  used  in 
marking  products,  or  the  containers 
thereof,  imder  the  regulations,  including 
those  indicating  compliance  with  speci¬ 
fications  approved  by  the  Chief,  shall  be 
kept  in  the  custody  of  the  Branch,  and 
accurate  records  shall  be  kept  by  the 
Branch  of  all  such  devices.  Each  office 
of  grading  shall  keep  a  record  of  the 
devices  assigne  '  to  it.  Such  devices 
shall  be  distributed  only  to  authorized 
employees  of  the  Branch  who  shall  keep 
the  devices  in  their  possession  or  control 
at  all  times  and  maintain  complete  rec¬ 
ords  of  such  devices. 

APPEAJ,  GRADING 

§  53.20  What  is  appeal  grading;  re¬ 
quirements  for  appeal;  certain  grading 


not  appealable,  (a)  Appeal  grading  is 
a  redetermination  of  the  class,  grade, 
other  quality,  or  ccmipliance  of  product 
when  the  applicant  for  the  appeal  grad¬ 
ing  formally  challenges  the  correctness 
of  the  orginal  grading.  Examination  re¬ 
quested  to  determine  the  class,  grade, 
other"  quality,  or  compliance  of  a'  pre¬ 
viously  graded  product  which  has  been 
altered  or  has  undergone  a  material 
change  since  the  original  grading,  or 
examination  of  previously  graded  prod¬ 
uct  requested  for  the  purpose  of  obtain¬ 
ing  an  up-to-date  certificate  and  not 
involving  any  question  as  to  the  correct¬ 
ness  of  the  original  grading  of  the  prod¬ 
uct  involved,  shall  not  be  considered 
appeal  grading. 

(b)  Where  a  request  for  appeal  grad¬ 
ing  is  made  for  product  owned  by  the 
person  who  owned  it  at  the  time  of  the 
original  grading,  such  appeal  grading 
will  be  furnished  only  if  the  original 
grading  has  been  reviewed  by  the  main 
station  supervisor  having  jurisdiction 
over  such  original  grading. 

(c)  Grade  determinations  for  the  fol¬ 
lowing  cannot  be  appealed:  any  lot  of  a 
product  consisting  of  less  than  thirty 
similar  units;  wholesale  cuts,  or  other 
subdivisions  of  meat  originally  graded 
as  larger  units;  and  veal  and  calf  car¬ 
casses  originally  graded  with  hides  on. 
Moreover,  appeal  grading  will  not  be  fur¬ 
nished  with  respect  to  the  grading  of 
product  that  has  been  altered  or  has  un¬ 
dergone  any  material  change  since  the 
original  grading. 

§  53.21  Request  for  appeal  grading. 
Except  as  otherwise  provided  in  §  53.20, 
a  request  for  appeal  grading  with  respect 
to  any  product  graded  under  the  regu¬ 
lations  may  be  made  by  any  person  who 
is  financially  interested  in  the  product 
when  he  disagrees  with  the  determina¬ 
tion  as  to  class,  grade,  other  quality,  or 
compliance  of  the  product  as  shown  by 
the  markings  on  the  product,  or  its  con¬ 
tainers,  or  as  stated  in  the  applicable 
certificate.  A  request  for  appeal  grad¬ 
ing  shall  be  filed  with  the  Chief,  directly 
or  through  the  official  grader  who  did  the 
original  grading  or  the  official  in  charge 
of  the  office  of  grading  to  which  such 
grader  was  assigned  at  the  time  of  the 
grading,  or  through  the  nearest  office  of 
grading.  'The  request  shall  state  the 
reasons  therefor  and  may  be  accom¬ 
panied  by  a  copy  of  any  previous  grading 
certificate  or  report,  or  any  other  infor¬ 
mation  which  the  applicant  may  have 
received  regarding  the  product  at  the 
time  of  the  original  grading.  Such  re¬ 
quest  may  be  made  orally  (including  by 
telephone),  in  writing,  by  telegraph,  or 
otherwise.  If  made  orally,  the  person 
receiving  the  request  may  require  that  it 
be  confirmed  in  writing  or  by  telegram. 
Requests  for  appeal  grading  received 
through  an  official  grader  or  an  office  of 
grading  shall  be  transmitted  promptly 
to  the  Chief  for  instructions. 

§  53.22  When  request  for  appeal 
grading  may  be  withdraum.  A  request 
for  appeal  grading  may  be  withdrawn  by 
the  applicant  at  any  time  before  the  ap¬ 
peal  grading  has  been  performed,  upon 
payment  of  any  expenses  already  in¬ 
curred  by  the  Branch  in  connection 
therewith. 
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§  53.23  Denial  or  withdrawal  of  ap~ 
peal  grading  service.  A  request  for  ap¬ 
peal  grading  may  be  rejected  or  such 
service  may  be  otherwise  denied  to  or 
withdrawn  from  any  person,  without 
hearing,  in  accordance  with  the  pro¬ 
cedure  set  forth  in  §  53.12  (a) ,  if  it  shall 
appear  that  the  product  involved  is  not 
eligible  for  appeal  grading  under  §  53.20, 
or  that  the  identity  of  the  product  has 
been  lost;  or  for  any  of  the  causes  set 
forth  in  §53.12  (a).  Appeal  grading 
may  also  be  denied  to,  or  withdrawn 
from,  any  person  in  any  case  imder 
§  53.12  (b),  in  accordance  with  the  pro¬ 
cedure  set  forth  in  said  paragraph. 

§  53.24  Who  shall  perform  appeal 
grading.  Appeal  grading  of  products 
shall  be  performed  by  official  graders 
designated  by  the  Chief  or  by  the  official 
in  charge  of  an  office  of  grading  when  so 
authorized  by  the  Chief,  and  such  grad¬ 
ing  shall  be  conducted  jointly  by  two 
official  graders,  or  more  when  practica¬ 
ble.  No  official  grader  shall  perform  ap¬ 
peal  grading  for  any  product  previously 
graded  by  him. 

§  53.25  Appeal  grading  certificates. 
Immediately  after  an  appeal  grading  has 
been  made  for  any  products,  a  certificate 
designated  as  an  “appeal  grading  certifi¬ 
cate”  shall  be  prepared,  signed,  and  is¬ 
sued  referring  specifically  to  the  original 
certificate  and  stating  the  class,  grade, 
other  quality,  or  compliance  of  the  prod¬ 
ucts  as  shown  by  the  appeal  grading. 

§  53.26  Superseded  certificates.  The 
appeal  grading  certificate  shall  supersede 
the  original  grading  certificate  which, 
thereupon,  shall  become  null  and  void 
and  shall  not  thereafter  be  deemed  to 
show  the  class,  grade,  other  quality,  or 
compliance  of  the  products  described 
therein.  However  the  fees  charged  for 
the  original  grading  shall  not  be  re¬ 
mitted.  If  the  original  and  all  copies 
of  the  superseded  certificate  are  not  de¬ 
livered  to  the  official  with  whom  the 
request  for  appeal  grading  is  filed,  the  of¬ 
ficial  graders  issuing  the  appeal  grading 
certificate  shall  forward  notice  of  such 
issuance  and  of  the  cancellation  of  the 
original  certificate  to  such  persons  as 
they  may  deem  necessary  to  prevent 
fraudulent  use  of  the  superseded  cer¬ 
tificate. 

§  53.27  Application  of  other  regula¬ 
tions  to  appeal  grading.  The  regulations 
in  §§  53.1  through  53.19  and  §§  53.28 
through  53.31  shall  apply  to  appeal  grad¬ 
ing  except  insofar  as  they  are  manifestly 
inapplicable. 

CHARGES  FOR  GRADING  SERVICES 

§  53.28  Fees  and  other  charges  for 
grading  services.  Fees  and  other  charges 
equal  as  nearly  as  may  be  to  the  cost  of 
the  grading  services  rendered  shall  be 
assessed  and  collected  from  applicants  in 
accordance  with  the  following  provisions 
unless  otherwise  provided  in  the  coopera¬ 
tive  agreement  under  which  the  services 
are  furnished. 

(a)  Fees  based  on  hourly  rates.  Ex¬ 
cept  as  otherwise  provided  in  this  sec¬ 
tion,  fees  for  grading  service  shall  be 
based  on  the  time  required  to  render  the 
service,  calculated  to  the  nearest  15  min¬ 
ute  period,' including  the  time  required 
for  the  preparation  of  certificates  and 


travel  of  the  official  grader  in  connec¬ 
tion  with  the  performance  of  the  service, 
and  shall  be  at  the  base  rate  of  $4.20  per 
hour  for  work  performed  between  6 
a.  m.  and  6  p.  m.  on  days  other  than  Sun¬ 
days  or  legal  holidays;  at  the  base  rate 
of  $4.20  per  hour,  plus  ten  percent,  or 
$4.62,  for  work  performed  between  6  p.  m. 
and  6  a.  m.  (night  differential  rate)  on 
days  other  than  Sundays  or  legal  holi¬ 
days;  and  at  one  and  one-half  times  the 
base  rate  for  work  performed  on  Sun¬ 
days,  and  at  double  the  base  rate  for 
work  performed  on  legal  holidays,  plus 
ten  percent  for  work  performed  between 
6  p.  m.  and  6  a.  m.  on  Sundays  or  legal 
holidays.  A  minimum  charge  for  one- 
half  hour  shall  be  made  notwithstanding 
that  the  time  required  to  perform  the 
service  may  be  less  than  thirty  minutes. 

(b)  Fees  for  grading  on  weekly  con¬ 
tract  basis.  Minimum  fees  for  grading 
service  performed  under  a  weekly  con¬ 
tract  shall  be  on  the  basis  of  40  hours  of 
work  between  6  a.  m.  and  6  p.  m.  on  days 
other  than  Sundays  or  legal  holidays  cal¬ 
culated  at  the  base  rate  in  accordance 
with  paragraph  (a)  of  this  section. 
Hours  worked  in  excess  of  such  40  hours 
will  be  charged  at  the  same  base  rate, 
except  charges  will  be  made  for  work 
performed  on  Sundays,  legal  holidays, 
and  between  6  p.  m.  and  6  a.  m.  on  any 
day  as  stated  in  paragraph  (a)  of  this 
section.  The  Service  reserves  the  right 
under  such  a  contract  to  use  any  grader 
assigned  to  the  plant  on  a  weekly  con¬ 
tract  basis  to  perform  grading  service  for 
other  applicants,  crediting  the  contract 
applicant  with  the  number  of  hours 
charged  to  the  other  applicants,  provided 
the  allowable  credit  hours,  plus  hours  ac¬ 
tually  worked  for  the  applicant,  do  not 
exceed  40  in  any  week. 

(c)  Mileage  fees.  When  grading 
service  is  requested  at  a  place  so  distant 
from  an  official  grader’s  headquarters  or 
place  of  prior  assignment  on  a  circuitous 
routing,  that  a  total  of  one-half  hour  or 
more  is  required  for  the  grader  to  travel 
to  such  place  and  back  to  the  headquar¬ 
ters  or  to  the  next  place  of  assignment 
on  a  circuitous  routing,  the  fee  for  such 
grading  service  shall  include  a  mileage 
fee  at  7  cents  per  mile  for  such  travel 
assessed  against  all  the  applicants  fur¬ 
nished  the  service  on  an  equitable  basis. 

(d)  Per  diem  charges.  When  grad¬ 
ing  service  is  requested  at  a  place  so  dis¬ 
tant  from  an  official  grader’s  headquar¬ 
ters  that  the  work  and  travel  required  for 
such  service  cannot  be  performed  within 
a  calendar  day,  the  fee  for  such  grading 
service  shall  include  a  per  diem  charge 
at  the  rate  of  $12.00  per  day  for  each  full 
day  and  for  each  quarter  portion  thereof 
spent  by  the  grader  away  from  his  head, 
quarters  in  the  performance  of  such 
work  and  travel. 

(e)  Charges  to  applicants  for  recog¬ 
nition  of  nonfederally  inspected  estab¬ 
lishments.  (1)  The  initial  survey  con¬ 
ducted  to  determine  the  eligibility  of  a 
nonfederally  inspected  establishment 
for  grading  service  under  §  53.6  shall  be 
without  cost  to  the  applicant  when  the 
survey  is  made  at  the  convenience  of  the 
Chief.  Pees  shall  be  charged,  as  pro¬ 
vided  in  subparagraph  (2),  (i)  of  this 
paragraph  when  the  applicant  requests 
ih  writing  that  a  special  trip  be  made 
to  conduct  the  initial  survey,  and  such 


survey  is  conducted  within  45  days  from 
receipt  of  such  request;  (ii)  when  any 
survey  subsequent  to  the  initial  one  is 
required  by  the  Chief  to  determine  the 
eligibility  for  recognition  of  the  estab¬ 
lishment;  or  (iii)  when  a  survey  is  con¬ 
ducted  to  determine  the  eligibility  for 
recognition  of  an  establishment  from 
which  grading  service  has  previously 
been  withdrawn  under  §  53.12  (b) .  No 
fees  shall  be  charged  for  surveys  con¬ 
ducted  by  the  Chief  at  establishments 
recognized  under  §  53.6  to  determine 
whether  the  inspection  requirements  ap¬ 
plicable  to  such  establishments  as  pre¬ 
scribed  in  §  53.5  are  being  adequately 
enforced  at  such  establishments. 

(2)  A  fee  at  the  applicable  hourly 
rate  calculated  in  accordance  with  para¬ 
graph  (a)  of  this  section  shall  be  charged 
for  time  spent  by  an  authorized  official 
in  making  any  survey  for  which  fees  are 
required  to  be  charged  under  subpara¬ 
graph  (1)  of  this  paragraph,  including 
time  spent  in  traveling  to  the  establish¬ 
ment  from  his  normal  route  of  assign¬ 
ment  and  return.  In  addition,  there 
shall  be  charged  a  transportation  fee  for 
such  travel  and  a  per  diem  charge  for 
each  day,  or  quarter  portion  thereof, 
spent  by  such  official  away  from  his 
headquarters  in  the  performance  of  such 
survey,  including  travel,  at  the  rates 
provided  for  in  paragraphs  (c)  and  (d) 
of  this  section. 

(3)  In  no  case  shall  the  total  fees 
chargeable  under  subparagraph  (2)  of 
this  paragraph  for  any  such  survey  be 
less  than  $15.00. 

(f )  Fees  for  appeal  grading.  Fees  for 
appeal  grading  shall  be  determined  on 
the  basis  of  the  time,  of  two  official 
graders,  required  to  render  the  service, 
calculated  to  the  nearest  fifteen  minute 
period,  including  the  time  required  for 
the  preparation  of  certificates  and  travel 
of  such  graders  in  connection  with  the 
performance  of  the  service,  at  the  ap¬ 
plicable  hourly  rate  prescribed  in  para¬ 
graph  (a)  of  this  section,  plus  any  mile¬ 
age  and  per  diem  for  such  graders  ordi¬ 
narily  chargeable  under  paragraphs  (c) 
and  (d)  of  this  section:  Provided,  That 
when  on  appeal  grading  it  is  found  that 
there  was  error  in  the  original  grading, 
equal  to  or  exceeding  ten  percent  of  the 
total  number  of  similar  units  of  the 
products  graded,  no  charge  will  be  made 
for  the  appeal  grading  unless  a  special 
agreement  therefor  was  made  with  the 
applicant  in  advance. 

(g)  Fees  for  extra  copies  of  grading 
certificates.  In  addition  to  copies  of 
grading  certificates  furnished  under 
§  53.15,  any  financially  interested  per¬ 
son  may  obtain  not  to  exceed  three 
copies  of  any  such  certificate  within  one 
year  from  its  date  of  issuance  upon  pay¬ 
ment  of  a  fee  of  $1.00,  and  not  to  exceed 
three  copies  of  any  such  certificate  at 
any  time  thereafter,  while  a  copy  of  such 
certificate  is  on  file  in  the  Department, 
upon  payment  of  a  fee  of  $5.00. 

§  53.29  Payment  of  fees  and  other 
charges.  Fees  and  other  charges  for 
grading  service  shall  be  paid  in  accord*' 
ance  with  the  following  provisions  im- 
less  otherwise  provided  in  the  coopera¬ 
tive  agreement  under  which  the  service 
is  furnished.  Upon  receipt  of  billing  for 
fees  and  other  charges  for  grading  serv- 
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ice  the  applicant  shall  remit  by  check, 
draft,  or  money  order,  made  payable  to 
the  Agricultural  Marketing  Service, 
U.  S.  D.  A.,  payment  for  the  grading 
service  in  accordance  with  directions  on 
the  billing,  and  such  fees  and  charges 
shall  be  paid  in  advance  if  required  by 
the  official  grader  or  other  authorized 
official. 

MISCELLANEOUS 

§  53.30  Identification.  All  official 
graders  and  supervisors  of  grading  shall 
have  their  Service  identification  cards 
in  their  possession  at  alt  times  while  they 
are  performing  any  function  under  the 
regulations  and  shall  identify  themselves 
by  such  cards  upon  request. 

§  53.31  Errors  in  grading.  When  an 
official  grader,  supervisor  of  grading,  or 
other  responsible  employee  of  the  Branch 
has  evidence  of  misgrading,  or  of  incor¬ 
rect  certification  or  other  incorrect 
identification  as  to  the  class,  grade,  other 
quality,  or  compliance  of  a  product,  he 
shall  report  the  matter  to  his  immediate 
supervisor.  The  supervisor  of  grading 
will  investigate  the  matter  and,  if  he 
deems  advisable,  will  report  it  to  the 
owner  or  his  agent.  The  supervisor  of 
grading  shall  take  adequate  measures 
to  prevent  the  recurrence  of  such  errors. 

The  proposed  revision  is  intended  to 
clarify  the  Federal  meat  grading  regu¬ 
lations  and  make  various  changes  therein 
found  advisable  on  the  basis  of  expe¬ 
rience  in  conducting  the  Federal  meat 
grading  service.  The  revision  also  would 
implement  subsection  203  (h)  of  the 
Agricultural  Marketing  Act  of  1946,  as 
amended  by  Public  Law  272,  84th  Con¬ 
gress,  by  indicating  the  certificates, 
memoranda,  marks  and  other  identifica¬ 
tions,  and  devices  for  making  such  marks 
and  identifications,  with  respect  to  in¬ 
spection,  class,  grade,  quality,  size, 
quantity,  or  condition  of  products  (in¬ 
cluding  compliance  with  specifications) 
under  the  regulations,  that  are  official 
for  purposes  of  said  subsection. 

Any  person  who  wishes  to  submit  writ¬ 
ten  data,  views,  or  arguments  concerning 
the  proposed  revision  of  the  regulations 
may  do  so  by  filing  them  with  the  Chief, 
Meat  Grading  Branch,  Livestock  Divi¬ 
sion.  Agricultural  Marketing  Service, 
U.  S.  Department  of  Agriculture,  Wash¬ 
ington  25,  D.  C.,  not  later  than  30  days 
after  date  of  publication  in  the  Federal 
Register. 

Done  at  Washington,  D.  C.,  this  23d 
day  of  December  1955. 

[SEAL]  Roy  W.  Lennartson, 

Deputy  Administrator, 
Agricultural  Marketing  Service. 

(F.  R.  Doc.  56-58:  Filed,  Jan.  6.  1956; 
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Handling  of  Milk  in  Inland  Empire 
Marketing  Area 

decision  with  respect  to  proposed 

MARKETING  AGREEMENT  AND  ORDER 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
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1937,  as  amended  (7  U.  S.  C.  601  et  seq.) 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  the 
proceedings  to  formulate  marketing 
agreements  and  orders  (7  CFR  Part 
900),  a  public  hearing  was  conducted  at 
Spokane,  Washington,  on  May  24-June 
2.  1955,  pursuant  to  a  notice  thereof  is¬ 
sued  April  29,  1955  (20  F.  R.  2981). 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Acting  Deputy  Administra¬ 
tor,  Agricultural  Marketing  Service,  on 
November  1,  1955,  filed  with  the  Hearing 
Clerk,  United  States  Department  of  Agri¬ 
culture,  his  recommended  decision.  This 
decision  and  notice  of  opportunity  to 
file  written  exceptions  thereto  was  pub¬ 
lished  in  the  Federal  Register  on  No¬ 
vember  4,  1955  (20  F.  R.  8295;  F.  R.  Doc. 
55-8931).  A  notice  of  extension  of  time 
for  filing  exceptions  was  filed  by  the 
Deputy  Administrator.  Agricultural  Mar¬ 
keting  Service,  on  November  22,  1955, 
and  published  in  the  Federal  Register 
of  November  24,  1955  (20  F.  R.  8674; 
F.  R.  Doc.  55-9481)-. 

Within  the  period  reserved  therefor, 
interested  parties  filed  exceptions  to  cer¬ 
tain  of  the  findings,  conclusions  and  ac¬ 
tions  recommended  by  the  Acting  Deputy 
Administrator.  In  arriving  at  the  find¬ 
ings,  conclusions  and  regulatory  provi¬ 
sions  of  this  decision,  each  of  such 
exceptions  was  carefully  and  fully  con¬ 
sidered  in  conjunction  with  the  record 
evidence  pertaining  thereto.  To  the  ex¬ 
tent  that  the  findings,  conclusions  and 
actions  decided  upon  herein  are  at  vari¬ 
ance  with  any  of  the  exceptions,  such 
exceptions  are  overruled. 

To  the  extent  that  suggested  findings 
and  conclusions  proposed  by  interested 
persons  are  inconsistent  with  the  find¬ 
ings  and  conclusions  contained  herein, 
the  specific  or  implied  requests  to  make 
such  findings  and  reach  such  conclusions 
are  denied  on  the  basis  of  the  facts 
found  and  stated  in  connection  with  the 
conclusions  herein  set  forth. 

The  material  issues  of  record  related 
to: 

1.  Whether  the  handling  of  milk  pro¬ 
duced  for  sale  in  the  proposed  marketing 
area  is  in  the  current  of  interstate  com¬ 
merce,  or  directly  burdens,  obstructs,  or 
affects  interstate  commerce  in  milk  or 
its  products; 

2.  Whether  marketing  conditions  jus¬ 
tify  the  issuance  of  a  milk  marketing 
agreement  or  order;  and 

3:  If  an  order  is  issued  what  its  provi¬ 
sion  should  be  with  respect  to: 

(a)  The  scope  of  regulation; 

(b)  The  classification  and  allocation 
of  milk; 

(c)  The  determination  and  level  of 
class  prices; 

(d)  Distribution  of  proceeds  to  pro¬ 
ducers;  and 

(e)  Administra  2  provisions. 

Findings  and  conclusions.  The  find¬ 
ings  and  conclusions  with  respect  to  the 
material  issues  to  be  considered,  all  of 
which  are  based  on  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  are  as  follows: 

(1)  Character  of  the  commerce.  All 
milk  to  be  regulated  by  the  proposed 
marketing  agreement  and  order  is  in  the 
current  of  interstate  commerce  and  di¬ 
rectly  burdens,  obstructs,  or  affects  in¬ 


terstate  commerce  in  milk  and  its 
products. 

Substantial  quantities  of  milk  pro¬ 
duced  for  the  Inland  Empire  marketing 
area  and  received  by  handlers,  and  milk 
products  manufactured  from  such  milk, 
actually  cross  State  lines.  Grade  A  milk 
moves  in  bulk  to  Spokane,  Washington, 
milk  plants  from  producers  whose  farms 
are  located  in  the  counties  of  Benewah, 
Bonner,  Boundary,  Kootenai,  and  Latah 
in  Idaho,  and  from  Sanders  County  in 
Montana.  In  February  1955,  about  237 
milk  producers  in  Idaho  and  17  producers 
in  Montana  shipped  more  than  2  million 
pounds  of  milk  to  Spokane  milk  plants. 
This  represented  about  one-fourth  of  the 
milk  shippers  and  one-fifth  of  the  total 
receipts  of  Grade  A  milk  of  these  plants. 
A  few  producers  in  Washington  State 
ship  milk  into  the  portion  of  the  pro¬ 
posed  marketing  area  which  lies  in  Idaho. 

Milk  from  Idaho  and  Washington  are 
inextricably  commingled  in  some  Spo¬ 
kane  milk  plants  prior  to  bottling  for 
fluid  distribution.  Processed  and  pack¬ 
aged  fluid  milk  moves  from  Spokane 
plants  to  such  points  in  Idaho  for  whole¬ 
sale  and  retail  distribution  as  Coeur 
d’Alene,  Sandpoint,  Bonners  Ferry,  and 
Potlatch,  and  to  Troy,  Libby,  and 
Thompson  Falls  in  Montana.  Spokane 
handlers  are  in  competition  with  each 
other  as  well  as  with  local  handlers  for 
wholesale  and  retail  business  in  many 
areas  of  Washington  and  Idaho.  For  ex¬ 
ample,  in  Bonner  County,  Idaho,  a  large 
Spokane  handler  competes  for  sales  with 
another  large  Spokane  handler  and  a 
handler  operating  locally.  In  Kootenai 
County.  Idaho,  two  local  handlers  and  a 
large  Spokane  handler  compete.  The 
three  largest  Spokane  handlers  are  in 
competition  in  Pend  Oreille,  Stevens,  and 
Spokane  Counties  in  the  State  of  Wash¬ 
ington;  in  addition,  six  smaller  handlers 
also  compete  in  the  city  of  Spokane. 
About  4  percent  of  the  fiuid  milk  sales  of 
the  Spokane  milk  plants  are  made  in 
Idaho  and  Montana.  Milk  produced 
within  the  State  of  Washington  and  sold 
in  fiuid  form  within  that  segment  of  the 
proposed  marketing  area  which  lies 
within  the  State  of  Washington  is  in 
direct  competition  with  milk  produced 
in  Idaho  and  Montana;  likewise  milk 
produced  within  the  State  of  Idaho  and 
sold  in  fiuid  form  within  the  portion  of 
the  marketing  area  which  liej  in  Idaho 
is  in  direct  competition  with  milk  pro¬ 
duced  in  the  State  of  Washington. 

In  addition,  some  milk  of  Washington 
producers  used  for  such  products  as  ice 
cream  and  cottage  cheese  moves  in  the 
form  of  these  products  into  Idaho  in 
competition  with  similar  products  either 
locally  produced  or  received  from  other 
States.  Likewise,  the  milk  of  the  Idaho 
and  Montana  producers  supplying  the 
marketing  area  enters  into  direct  com¬ 
petition  with  milk  of  Washington  pro¬ 
ducers  in  similar  uses. 

(2)  Need  for  order.  The  issuance  of 
a  marketing  agreement  or  order  will  tend 
to  effectuate  the  declared  policy  of  the 
act.  , 

Producers  supplying  milk  to  the  In¬ 
land  Empire  marketing  area,  as  defined 
herein,  are  encountering  disrupted  and 
unstable  marketing  conditions.  The 
existing  unsatisfactory  pricing  arrange¬ 
ments  and  trend  of  lower  returns  to  pro- 
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ducers,  if  permitted  to  continue,  will  dealt  with  in  providing  a  stable  market  marketing  area  reduced  their  retail 
jeopardize  the  production  of  an  adequate  for  producers.  prices  3  cents  a  quart  in  an  effort  to  re¬ 

supply  of  Grade  A  milk  to  meet  market  Until  1949,  the  market  for  fluid  milk  capture  sales  volume.  About  one-half 
needs.  The  problems  encountered  in  increased  about  as  fast  as  the  milk  sup-  of  such  reduction  in  price,  or  76  cents  per 
this  area,  which  have  reached  an  acute  ply  and  even  seasonal  increases  in  pro-  hundredweight,  has  been  reflected  in  the 
state,  are  not  uncommon  in  fluid  milk  duction  were  paid  for  at  the  full  fluid  producer  price  level.  Even  at  the  time 
markets.  They  arise  from  the  presence  milk  price.  In  the  spring  of  1949,  major  of  the  hearing  continuation  of  the  price 
of  factors,  described  below,  generally  in-  handlers  in  the  market  established  base  war  was  evidenced  by  newspaper  adver- 
herent  in  the  fluid  milk  industry.  Vol-  and  surplus  plans.  From  1949  until  the  tisements  exhibited  in  the  record, 
untary  efforts  of  producers  to  maintain  end  of  1953,  milk  was  suflaciently  short  The  record  discloses  further  evidence 
an  orderly  market  have  been  ineffective,  in  the  fall  and  winter  that  producers  of  instability  in  that  some  handlers  have 
Milk  produced  for  consumption  in  fluid  were  paid  on  bases  in  the  spring  and  refused  to  take  the  milk  of  some  pro¬ 
form  as  Grade  A  milk  in  the  proposed  summer  months  only.  While  there  was  ducers  even  at  present  prices  and  other 
marketing  area  must  be  produced  under  a  seasonal  excess  in  the  spring  and  sum-  producers  have  stopped  producing  milk 
rigid  sanitary  requirements.  Large  in-  mer,  the  production  of  Grade  A  milk  fell  for  lack  of  satisfactory  price  and  market 
vestments  and  operating  expenses  are  below  the  level  of  Class  I  utilization  (as  conditions.  Handlers  have  used  various 
incurred  by  producers  of  Grade  A  milk,  described  under  the  discussion  on  milk  devices  in  bargaining  with  individual 
Milk,  being  a  perishable  product,  re-  classiflcation)  in  the  fall  and  winter,  producers,  resulting  in  unsatisfactory 
quires  extra  labor,  equipment,  and  care  The  limited  amount  of  seasonal  excess  prices.  For  example,  one  handler  who 
in  handling  to  maintain  cleanliness  and  was  used  readily  to  produce  cottage  had  “cut  off”  certain  shippers  bargained 
quality.  To  produce  and  regularly  de-  cheese,  ice  cream,  ice  cream  mix,  and  for  other  shippers’ milk  using  the  amount 
liver  needed  milk  supplies  to  this  mar-  some  butter,  mostly  for  local  consump-  of  “base  milk,”  or  quota  of  delivery,  for 
ket  in  the  fall  and  winter,  as  well  as  in  tion.  The  market  had  little  capacity  to  bargaining;  this  handler  also  varied  the 
the  spring  and  summer,  involve  extra  process  milk  in  excess  of  its  require-  prices  paid  for  base  milk  among  his  ship- 
costs  of  purchased  feeds  and  care  of  ments  for  ice  cream,  cottage  cheese,  and  pers.  Another  handler  arbitrarily  re¬ 
breeding  herds  as  compared  with  the  butter.  The  year  1954  was  the  first  that  duced  bases  15  percent.  A  third  handler 
production  of  manufacturing-type  milk,  producers  were  paid  on  bases  for  the  en-  paid  a  producer  the  factory  price  from 
There  are  other  uses,  such  as  butter,  tire  year.  May  16  to  July  31,  1954;  thereafter,  he 

cheese,  ice  cream,  and  milk  powder,  for  Producers  testified  that  until  the  end  paid  the  producer  the  Class  I  price  for 
milk  purchased  under  Grade  A  health  of  1952  the  seasonal  surpluses  were  of  amounts  of  milk  ranging  from  Vi  to  Vz 
standards.  Such  products  also  may  be  short  duration  and  were  not  unduly  bur-  of  his  production  during  the  Ctetober 
made  from  milk  not  requiring  the  higher  densome.  The  operating  cooperative  in  1-November  3  period  in  1954.  This  pro- 
sanitary  standards  of  production  and  the  marketing  area  stood  ready  to  re-  ducer  shipped  to  another  handler  begin- 
handling  required  for  milk  for  fluid  con-  ceive  the  milk  of  any  Grade  A  shipper  ning  with  December  1,  1954  and  received 
sumption.  Such  manufactured  products  who  was  “cut  off”  by  another  handler  tbe  Class  I  price  for  amount  of  his  milk 
may  be  stored  and  the  production  and  or  for  any  other  reason  needed  an  outlet  ranging  from  90  percent  in  December 
transportation  facilities  for  manufac-  for  his  milk.  This  situation  changed  in  1954  to  65  percent  in  April  1955.  The 
turing,  or  “factory,”  milk  do  not  have  to  1953.  With  new  shippers  qualifying  for  record  reveals  that  another  handler  used 
be  geared  to  supply  market  needs  on  a  the  Grade  A  market  and  an  increased  bases  calculated  on  production  records  of 
daily  basis  throughout  the  year.  The  production  by  regular  shippers,  a  year-  three  years  ago.  It  also  shows  variations 
production  of  such  factory  milk  is  less  round  excess  developed.  The  major  han-  the  methods  used  by  handlers  to  pay 
costly  to  the  farmer.  dlers  had  excess  milk  in  their  plants  butterfat  above  or  below  a  “stand- 

Although  consumer  demand  for  Grade  for  which  they  had  no  immediate  outlet  ard”  butterfat  test. 

A  milk  for  fluid  use  in  the  Inland  Empire  and  no  capacity  to  manufacture  stor-  Prices  paid  producers  for  excess  (Class 
marketing  area  is  fairly  constant  able  dairy  products  other  than  ice  cream,  milk  also  declined  to  below  reason- 
throughout  the  year  as  a  whole,  a  wider  cottage  cheese,  and  butter  for  local  con-  levels  in  the  Inland  Empire  market 
seasonal  variation  exists  in  the  produc-  sumption.  Considerable  quantities  of  from  1953  to  the  spring  of  1955.  In  De- 
tion  of  milk.  The  breeding  character-  skim  milk  had  to  be  dumped.  cember  of  1953,  major  handlers  paid 

istics  of  dairy  cattle  and  spring  and  early  The  operating  cooperative  felt  obliged  Producers  from  about  $3.75  to  $3.90  per 
summer  pasture  feeding  normally  result  to  discontinue  receiving  milk  from  other  hundredweight  for  Class  n  milk  of  4.0 
In  a  pronounced  production  cycle  with  a  than  its  regular  producers  in  1953  as  the  Percent  butterfat  test.  Class  n  prices 
high  point  reached  in  May  or  June,  result  of  a  higher  level  of  supply.  declined  to  about  $3.00  per  hundred- 

Thus,  production  is  substantially  in  ex-  Since  some  milk  already  on  the  mar-  weight  by  July  of  1954.  This  was  a 

cess  of  market  requirements  for  Grade  A  ket  and  other  milk  from  new  shippers  to  99  cents  i^r  hundred- 

milk  during  the  spring  (flush)  season  had  no  ready  outlet  at  the  prices  then  ^^i^ht.  It  is  officiallly  noticed  that  the 
of  production,  as  compared  with  the  prevailing,  such  milk  was  offered  at  re-  ^Qass  II  price  for  4.0  milk  in  the  Puget 
supply-demand  relationship  in  the  fall  duced  prices.  Handlers  purchasing  such  ^^nd  area  declined  only  37  cents  per 
and  winter  season.  milk  gained  a  price  advantage  in  pro-  hundredweight  in  the  same  period.  Dur- 

It  is  necessary  at  all  times  to  have  a  curement,  which  led  to  the  sale  of  such  months  of  1955,  the 

supply  of  Grade  A  milk  available  some-  milk  in  the  market  at  reduced  retail  handlers  in  the  Spokane  market 

what  in  excess  of  the  actual  fluid  milk  prices.  This,  in  turn,  led  to  the  displace-  Paid  producers  about  $3.06  per  hundred- 
consumption  of  the  market  since  the  ment  of  fluid  milk  sales  at  plants  of  other  weight  for  Class  H  milk;  thus,  little  price 
amount  of  milk  sold  in  fluid  form  varies  handlers  and  resultant  decreases  in  recovery  was  evident  in  the  Inland  Em- 
from  day  to  day  depending  upon  such  returns  for  their  producers.  The  con-  market.  On  the  other  hand.  Class 
factors  as  the  weather,  Sundays  and  sequent  price  competition  among  han-  Prices  in  the  Puget  Sound  area  and  for 
holidays;  and  because  the  several  dis-  dlers  as  an  effort  to  maintain  previous  SJate  as  a  whole  have  risen  since  the 
tributors  operate  independently  of  each  sales  levels  disrupted  the  marketing  summer  of  1954.  During  the  January- 
other,  thus  necessitating  individual  daily  situation  for  producers  as  a  whole.  period  of  1955,  Spokane  handlers 

reserves  of  milk  for  their  varying  opera-  Testimony  in  the  hearing  record  shows  producers  (for  4.0  percent  Class  II 

tions.  In  this  market  there  is  need  for  that  the  first  break  in  the  price  of  milk  about  23  cents  less  than  was  paid 

a  marketwide  “reserve”  or  “cushion”  of  to  consumers  occurred  in  November  1953  PJ^(lcr  the  Puget  Sound  order.  These 
about  10  percent  on  a  monthly  basis  of  with  the  introduction  of  the  gallon  con-  Price^elationships  have  prevailed  dur- 
tli6  sinioiiiit  of  milk  Rctud>lly  sold  in  fluid  tfiinor.  One  hsindlor  sold  milk  in  gsil*  tno  pust  sovor^l  months  Gvon  thoush^ 
form  to  provide  adequately  for  these  ions  through  his  store  outlets  at  67  cents  on  a  marketwide  basis,  the  milk  in  excess 
variations  in  sales.  per  gallon  when  the  established  home  ^  needs  m  the  Inland  Empire 

The  existing  market  surplus  above  delivered  price  per  quart  was  22  cents,  “ilkshed  Is  utilized  in  more  favorable 
fluid  milk  and  cream  needs,  caused  by  the  By  August  1954,  a  marketwide  price  outlets  than  in  the  Puget  Sound  area, 
conditions  described  above,  is  a  principal  “war”  developed.  Milk  sold  in  gallons  as  When  similar  comparison  is  made  with 
contributor  to  the  difficult  pricing  and  low  as  39  cents  with  week-end  specials  at  condensery  prices  on  a  statewide  basis, 
marketing  problems  which  have  to  be  29  cents.  The  major  handlers  in  the  the  four-month  average  difference  in 
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1955  is  even  greater,  the  condenser y 
average  exceeding  the  Spokane  price  for 
excess  milk  by  about  31  cents. 

One  handler  questioned  the  need  for 
an  order,  alleging  that  there  is  no  short¬ 
age  of  Grade  A  milk  in  the  marketing 
area  and  no  prospect  of  a  shortage  this 
fall.  The  record,  however,  shows  a  de¬ 
clining  trend  in  milk  production  as  com¬ 
pared  with  a  year  ago. 

It  is  concluded  from  the  above  that  a 
marketing  order  is  needed  to  correct  the 
unstable  marketing  conditions  that  exist 
in  the  Inland  Empire  marketing  area 
caused  by  lack  of  uniformity  in  buying 
prices  by  handlers  and  other  factors 
enumerated  above,  to  promote  a  frame¬ 
work  for  orderly  marketing  and  to  insure 
an  adequate  supply  of  Grade  A  milk  for 
consumers.  An  order  will  provide : 

(a)  A  regular  and  dependable  method 
for  determining  prices  to  producers  at 
levels  comparable  to  those  contemplated 
under  the  Agricultural  Marketing  Agree¬ 
ment  Act,  as  amended; 

(b)  The  establishment  of  uniform 
pricing  to  handlers  for  milk  received 
from  producers  according  to  a  classified 
price  plan  based  upon  the  utilization 
made  of  the  milk ; 

(c)  An  impartial  audit  of  handler’s 
records  of  receipts  and  utilization  to  fur¬ 
ther  insure  uniform  prices  for  milk  pur¬ 
chased; 

(d)  A  means  for  insuring  accurate 
weights  and  tests  of  milk; 

(e)  Uniform  returns  to  producers  sup¬ 
plying  the  market  and  an  equitable 
.sharing  by  all  producers  of  the  lower  re¬ 
turns  for  sale  of  reserve  milk; 

(f)  Uniform  rules  for  the  operation 
of  a  base  and  excess  plan  which  will 
encourage  producers  to  adjust  produc¬ 
tion  seasonally  in  closer  alignment  with 
the  relatively  even  monthly  needs  for  in¬ 
spected  milk;  and 

(g)  Marketwide  information  on  re¬ 
ceipts,  sales,  and  other  data  relating  to 
milk  marketing  in  the  area. 

(3)  Order  provisions — (a)  Scope  of 
regulation.  In  order  to  accomplish 
orderly  marketing  under  Federal  milk 
orders,  certain  techniques  have  been 
authorized  under  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as 
amended.  Two  important  techniques 
are:  (1)  That  regulated  distributors 
(handlers)  should  be  required  to  pay  at 
least  specified  minimum  prices  to  pro¬ 
ducers  in  accordance  with  a  classified-use 
plan  established,  and  (2)  that  the  result¬ 
ing  payments  due  each  producer  should 
be  distributed  uniformly  through  either 
“individual-handler”  pools  or  a  “market¬ 
wide”  pool.  To  implement  these  basic 
techniques,  it  becomes  necessary  to  es¬ 
tablish  clearly  which  plants  and  milk  will 
be  subject  to  the  pricing  provisions 
of  an  order  and  which  producers  will 
participate  in  the  returns  from  the  oper¬ 
ation  of  a  specified  type  of  pool. 

The  Inland  Empire  marketing  area 
(hereinafter  called  the  “marketing 
area”)  should  be  defined  to  include  the 
following  territories  in  the  States  of 
Washington  and  Idaho:  In  Washington- 
Spokane  County,  that  portion  of  Stevens 
County  lying  south  of  Township  37,  and 
that  portion  of  Pend  Oreille  County 
lying  south  of  Township  35,  and  in 
Idaho — that  portion  of  Bonner  County 
No,  4 - 3 


lying  south  of  Township  60  and  west  of 
Range  2  east  Boise  Meridian,  and  all  of 
Kootenai  County,  except  that  portion 
lying  east  of  Range  3  west  Boise  Meridian 
and  south  of  Township  53.  As  used  in 
this  definition,  “territory”  includes  all 
municipal  corporations.  Federal  military 
reservations,  facilities  and  installations 
and  State  institutions  lying  wholly  or 
partly  within  the  above  described  area. 

The  marketing  area  as  defined  above 
comprises  the  markets  in  which  about 
three-fourths  of  the  milk  pf  the  compet¬ 
ing  handlers  concerned  is  marketed. 
'The  cities  of  Spokane,  Washington,  and 
Coeur  d’Alene,  Idaho,  are  the  major 
cities  involved.  The  marketing  area  in¬ 
cludes  most  of  the  centers  of  consider¬ 
able  population  w'here  the  major  han¬ 
dlers  are  in  competition.  This  is  the 
area  in  which  the  problem  of  market 
instability  for  producers  prevails.  Ac¬ 
cording  to  the  1950  Census,  about  275,- 
000  people  reside  in  this  area.  The  sur¬ 
rounding  area  is  sparsely  populated. 

All  the  milk  distributed  in  this  mar¬ 
keting  area  is  received  and  packaged 
within  the  area.  Sanitation  and  inspec¬ 
tion  requirements  for  Grade  A  milk  for 
the  Washington  and  Idaho  counties  in¬ 
cluded  in  the  marketing  area  are  quite 
comparable. 

The  proponents  of  the  order  first  sug¬ 
gested  a  larger  marketing  area,  includ¬ 
ing  portions  of  Whitman  County,  Wash¬ 
ington,  and  Latah  County,  Idaho,  to  the 
south,  and  Lincoln,  Adams,  Grant  Coun¬ 
ties  and  portions  of  Douglas,  Okanogan, 
and  Chelan  Counties  to  the  west.  Upon 
further  consideration,  proponents  aban¬ 
doned  their  request  for  such  additional 
area,  which  included  the  communities  of 
Moscow,  Idaho,  Pullman  and  Wenatchee, 
Washington,  and  the  Columbia  Basin 
area  in  the  latter  State.  Other  pro¬ 
posals  set  forth  in  the  hearing  notice 
(but  later  abandoned  by  proponents)  re¬ 
lated  to  the  inclusion  of  all  of  Latah  and 
Nez  Perce  counties,  in  Idaho;  and  Asotin, 
Douglas,  Chelan,  and  the  southern  por¬ 
tion  of  Okanogan  County,  in  Washing¬ 
ton, 

One  handler  testified  that  the  exclu¬ 
sion  of  Grant  County  (Columbia  Basin) 
from  the  marketing  area  would  give  his 
locally  situated  competitors  a  competi¬ 
tive  advantage  in  that  area.  Except  for 
a  distributor  with  a  very  small  business 
at  Grand  Coulee,  there  appear  to  be  no 
bottling  facilities  in  operation  in  Grant 
County.  Most  of  the  producer  milk  in 
this  area  moves  to  milk  plants  in  Spo¬ 
kane  or  Wenatchee  for  processing  and 
packaging.  Milk  is  returned  from  Spo¬ 
kane  plants  and  distributed  in  packaged 
form.  A  spokesman  for  a  newly  organ¬ 
ized  cooperative  at  Ephrata  testified 
that  the  cooperative  is  planning  to  build 
a  milk  plant  for  processing  and  bottling 
milk  in  the  Columbia  Basin.  This  plant, 
however,  may  not  be  expected  to  be  in 
operation  for  some  months  to  come.  At 
the  present  time  the  milk  of  all  the  prin¬ 
cipal  competitors  for  sales  in  the  Colum¬ 
bia  Basin  would  be  regulated  by  the  In¬ 
land  Empire  order  even  though  the  mar¬ 
keting  area  is  not  extended  to  cover  the 
Columbia  Basin.  Thus,  there  appears  to 
be  little  reason  to  believe  that  any  Spo¬ 
kane  handler  would  be  disadvantaged 
competitively  as  far  as  such  advantage 


might  result  from  the  price  of  milk  paid 
to  the  producer.  The  record  indicates 
that  Grant  County  has  not  been  and  is 
not  at  present  a  problem  area  for  pro¬ 
ducers. 

Testimony  also  was  given  by  the  same 
handler  in  support  of  further  enlarge¬ 
ment  of  the  marketing  area  to  addi¬ 
tional  portions  of  northeastern  Washing¬ 
ton,  and  Boundary,  Bonner,  Benewah, 
Kootenai,  and  Latah  Counties  in  Idaho, 
and  the  western  portions  of  Lincoln  and 
Sanders  Counties  in  Montana.  These 
latter  proposals  for  enlargement  of  the 
marketing  area  (except  Latah  County, 
Idaho)  were  omitted  from  the  notice  of 
hearing.  Based  on  the  testimony  sub¬ 
mitted,  there  is  no  indication  that  a  dis¬ 
orderly  marketing  situation  exists  in 
these  sparsely  settled  fringe  areas  or 
that  the  position  of  handlers  operating 
in  them  who  would  be  subject  to  regula¬ 
tion  in  the  Inland  Empire  marketing 
area  will  be  jeopardized. 

Although  all  territory  originally  re¬ 
quested  by  handlers  was  not  included  in 
the  notice  of  hearing,  the  notice  did 
state  that  if  the  evidence  adduced  at  the 
hearing  indicated  it  would  not  be  feasi¬ 
ble  to  promulgate  an  order  for  all  or  part 
of  the  area  set  forth  in  the  notice,  or 
that  additional  territory  should  properly 
be  included  under  any  proposed  order, 
the  hearing  would  be  reopened  for  the 
purpose  of  giving  further  consideration 
to  appropriate  extensions  of  the  market¬ 
ing  area. 

The  record  shows  that  regulated  han¬ 
dlers  sell  a  substantial  proportion  of  the 
milk  consumed  in  most  counties  Icxiated 
outside  the  defined  marketing  area 
which  were  suggested  for  inclusion.  In¬ 
dividual  handlers  will  not  be  disadvant¬ 
aged  significantly  in  making  sales  in 
these  out-of-area  counties  because  (1) 
in  many  instances  their  principal  com¬ 
petitors  also  will  be  regulated  by  the 
same  order,  (2)  the  economies  of  scale 
inherent  in  the  large-scale  processing 
and  distribution  of  milk  in  paper  con¬ 
tainers  will  tend  to  offset  any  short-run 
advantage  in  producer  prices  that  might 
accrue  to  an  occasional  unregulated 
handler,  (3)  in  some  of  the  outlying 
counties  the  only  competition  encount¬ 
ered  by  regulated  handlers  are  local 
producer-handlers  (who  would  be  ex¬ 
empt  from  the  pricing  provisions  of  the 
attached  order).  It  is  neither  admin¬ 
istratively  feasible  nor  necessary  to  in¬ 
clude  within  the  marketing  area  all  the 
territory  in  which  handlers  may  be  dis¬ 
tributing  any  portion  of  their  sales  of 
fluid  milk  products.  In  fact,  it  would  be 
impracticable,  if  not  impossible,  to  ex¬ 
tend  the  marketing  area  to  define  a 
territory  in  which  there  would  not  be 
some  competition  with  unregulated  dis¬ 
tributors,  However,  if  it  appears  that 
the  area  should  be  extended  at  a  future 
time  it  may  be  done  by  the  usual  amend¬ 
ment  proceedings. 

Marketwide  data  on  sales  in  and  out 
of  the  marketing  area  obtained  under 
the  order  will  assist  in  evaluating  any 
developments  affecting  the  future  ap¬ 
propriateness  of  the  size  of  the  defined 
marketing  area.  A  careful  review  of  the 
record  testimony  indicates  that  it  is 
clearly  feasible  to  issue  an  order  for 
the  marketing  area  proposed  herein 
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without  reopening  the  hearing  to  con¬ 
sider  extending  the  defined  marketing 
area. 

The  establishment  of  minimum  prices 
for  milk  which  are  required  to  be  paid 
by  handlers,  and  the  distribution  to  pro¬ 
ducers  of  the  returns  from  the  sale  of 
milk  by  means  of  a  marketwide  pool  as 
herein  provided,  make  it  necessary  to 
identify  precisely  (a)  the  milk  to  which 
such  minimum  prices  apply,  and  (b)  the 
farmers  or  producers  who  are  to  share 
in  the  returns  from  the  sale  of  milk  for 
which  minimum  prices  are  established. 
Primarily  for  these  purposes  the  order 
should  include  definitions  of  “dairy 
farmer,”  “producer,”  “pool  plant,”  “non¬ 
pool  plant,”  “producer  milk,”  and 
“other  source  milk.” 

It  is  also  necessary,  of  course,  to  de¬ 
fine  the  term  “handler”  essentially  for 
the  purpose  of  identifying  those  persons 
on  whom  obligations  and  requirements 
are,  or  may  be,  imposed  by  the  order, 
including  the  obligation  to  pay  the  min¬ 
imum  prices  established.  Provision  is 
made  that  a  cooperative  association,  as 
well  as  a  proprietary  operator,  may  be  a 
handler.  However,  the  cooperative  will 
be  a  handler  only  with  respect  to  pro¬ 
ducer  milk  which  it  may  cause  to  be 
diverted  from  a  pool  plant  to  a  nonpool 
plant  for  the  account  of  such  associa¬ 
tion,  even  though  the  association  may 
not  operate  a  pool  plant  or  any  other 
plant  associated  with  the  marketing 
area.  This  is  appropriate  in  order  that 
a  bargaining-tyi>e  cooperative  associa¬ 
tion  may  assume  Its  responsibility  in 
marketing  the  milk  of  its  producers 
when  called  upon  to  divert  milk  not 
needed  in  the  marketing  area  and  thus 
should  expedite  the  efficient  handling 
of  milk.  It  is  provided,  however,  that  a 
“producer-handler”  shall  be  exempt 
from  all  the  regulatory  provisions  of  the 
order  except  that  requiring  the  filing  of 
reports  as  requested  by  the  market 
administrator.  The  producer-handler 
maintains  control  of  his  milk  until  ulti¬ 
mate  disposition  and  in  this  respect  his 
situation  is  entirely  different  from  the 
regular  producer  whose  milk  is  mar¬ 
keted  through  a  handler.  On  the  other 
hand,  such  persons  frequently  change 
their  status  and  it  is  necessary  for  the 
market  administrator  to  have  authority 
to  require  reports  from  the  producer - 
handler  in  order  to  verify  his  continued 
status  as  such  as  well  as  to  supplement 
other  market  information. 

The  Washington  State  Uniform  Fluid 
Milk  Act,  together  with  county  and  mu¬ 
nicipal  milk  ordinances  and  codes,  re¬ 
quires  that  milk  for  consumption  in  that 
segment  of  the  marketing  area  located 
in  the  State  of  Washington  in  the  form 
of  milk  and  the  milk  products  defined 
herein  (§  1008.41  (a))  as  Class  I  milk 
to  be  derived  exclusively  from  Grade  A 
milk.  Milk  of  similar  quality  is  required 
for  such  products  in  the  Idaho  portion  of 
the  defined  marketing  area.  Such  laws 
and  regulations  prescribe  the  conditions 
under  which  such  milk  may  be  produced 
and  distributed.  In  general,  however, 
any  Grade  A  milk  is  eligible  for  distribu¬ 
tion  within  the  marketing  area,  insofar 
as  health  authority  regulations  are  con¬ 
cerned,  regardless  of  whether  or  not  it 
was  produced  primarily  for,  and  as  a  part 


of  the  regular  supply  for,  the  particular 
communities  included  in  the  marketing 
area. 

While  it  is  not  the  purpose  of  the  order 
to  prescribe  the  area  from  which  milk 
may  be  obtained  for  distribution  in  the 
marketing  area,  it  must  be  recognized 
that  a  marketwide  pooling  arrangement 
is  subject  to  certain  abuses  against  which 
reasonable  safeguards  must  be  provided. 
The  institution  of  a  marketwide  pool 
could  create  incentive  for  producers  and 
handlers  who  had  not  previously  supplied 
milk  for  the  marketing  area  to  become 
eligible  to  share  in  the  Class  I  sales  of 
the  market  without  actually  supplying 
the  market  with  fluid  milk  or  assuming 
any  responsibility  for  maintenance  of  the 
necessary  reserve  supply.  Such  a  devel¬ 
opment  would  not  only  fail  to  contribute 
to  the  orderly  marketing  of  milk  in  the 
area  or  to  any  of  the  purposes  sought  to 
be  accomplished  by  the  order,  but  rather 
would  tend  to  conflict  with  such  objec¬ 
tives.  On  the  other  hand,  all  sources 
from  which  milk  is  obtained  as  a  neces¬ 
sary  part  of  the  supply  for  the  area  dur¬ 
ing  the  season  of  lowest  production 
should  be  entitled  to  participation  in  the 
pool  on  a  year-round  basis. 

Accordingly,  “producer  milk”  (in¬ 
tended  to  identify  the  milk  for  which 
minimum  prices  are  required  to  be  paid) 
is  defined  as  Grade  A  milk  received  at 
(or  caused  to  be  diverted  from)  a  “pool 
plant.” 

In  this  connection  it  should  be  noted 
that  the  diversion  privilege  is  limited; 
diversion  is  permitted  only  when  milk 
received  from  any  producer  has  been  re¬ 
ceived  at  a  pool  plant  during  the  previous 
perioa  of  seasonally  low  milk  production. 
This  provision  is  necessary  to  prevent  the 
pooling  of  milk  permanently  diverted 
and  not  made  available  to  the  market. 
The  term  “pool  plant”  is  defined  in  a 
manner  designed  to  include  all  those 
plant  sources,  and  only  those  sources,  of 
Grade  A  milk  which  may  reasonably  be 
considered  as  an  integral  part  of  the 
year-round  supply  for  the  marketing 
area. 

All  plants,  except  those  operated  by 
producer-handlers  or  by  persons  who  dis¬ 
tribute  in  the  marketing  area  less  than 
5.0  percent  of  their  milk  receipts,  from 
which  Class  I  milk  is  distributed  within 
the  marketing  area  on  wholesale  or  re¬ 
tail  routes  are  included  under  the  defi¬ 
nition.  Thus,  the  definition  will  cover 
substantially  all  plants  at  which  pro¬ 
ducer  milk  is  received  and  from  which  a 
significant  quantity  of  such  milk  is  dis¬ 
tributed  in  the  marketing  area  at  the 
present  time  and  any  additional  plants 
from  which  significant  amounts  of  Class 
I  milk  may  be  distributed  on  wholesale 
or  retail  routes  wholly  or  partially  within 
the  marketing  area  in  the  future.  Since, 
as  previously  indicated  in  this  decision, 
all  such  plants  actively  compete  for  con¬ 
sumer  outlets  within  the  coniines  of  the 
marketing  area,  it  is  deemed  necessary 
to  regulate  all  such  plants  on  equivalent 
terms.  Plants  distributing  less  than  5.0 
percent  of  their  receipts  in  the  market¬ 
ing  area  are  excluded  from  this  definition 
in  order  that  (1)  a  milk  distributor  who 
may  accidentally  send  a  small  quantity 
of  milk  into  the  rather  extensive  market¬ 
ing  area  adopted  will  not  be  made  sub¬ 


ject  to  the  full  regulation,  and  (2)  plant 
operators  not  primarily  associated  with 
this  market  may  not  take  advantage  of 
the  pooling  mechanism  by  distributing 
token  quantities  of  milk  in  the  marketing 
area. 

Route  distribution,  in  this  connection 
is  intended  to  include,  but  not  to  be  lim¬ 
ited  to,  any  delivery  (including  a  sale  to 
the  public  at  the  plant  or  plant  store) 
in  customary  consumer  packages  to  var¬ 
ious  types  of  consumer  outlets  such  as 
homes,  stores,  hotels,  restaurants,  or 
miscellaneous  other  establishments 
which  themselves  are  not  primarily  en¬ 
gaged  in  the  handling  and  processing  of 
milk  or  milk  products. 

The  definition  will  cover  also  those 
plants  from  which  milk  is  not  distributed 
on  wholesale  or  retail  routes  but  which 
serve  as  plant  sources  of  milk  for  distrib¬ 
uting  plants  provided  the  quantities  sup¬ 
plied  meet  a  minimum  standard.  At  the 
present  time  there  is  only  one  plant  of 
this  type  known  to  be  serving  the  mar¬ 
keting  area.  It  is  apparent  from  the  tes¬ 
timony  in  the  record  that  the  total  vol¬ 
ume  of  Grade  A  milk  produced  and  re¬ 
ceived  at  such  plant  is  an  integral  part 
of  the  supply  for  the  marketing  area. 
That  being  the  case,  such  plant  should 
have  no  difficulty  in  meeting  the  deliv¬ 
ery  requirements  of  the  pool  plant  defini¬ 
tion. 

Pursuant  to  the  definition,  this  type  of 
plant  would  be  included  in  the  pool  in 
the  period  October  through  December 
(period  of  seasonally  lowest  production) 
if  50  percent  or  more  of  the  milk  received 
at  the  plant  directly  from  producers  was 
shipped  in  the  form  of  milk  to  a  plant 
engaged  in  the  distribution  of  milk  on 
routes  within  the  marketing  area.  A 
plant  so  supplying  the  marketing  area 
with  at  least  50  percent  of  its  milk  re¬ 
ceived  directly  from  producers  for  the 
entire  period  October  through  December 
would  be  eligible  for  pool  participation 
without  additional  requirements  during 
the  following  months  of  January  through 
September.  A  plant  supplying  the  mar¬ 
keting  area  with  less  than  50  percent  of 
its  receipts  in  the  season  of  shortest  pro¬ 
duction  should  be  considered  a  source 
primarily  for  some  other  market  or  mar¬ 
kets.  Such  a  plant,  nevertheless,  could 
participate  in  the  pool  during  any  of  the 
following  months  of  January  through 
September  if  20  percent  or  more  of  the 
milk  received  from  producers  at  the  plant 
was  shipped  to  a  plant  distributing  in 
the  area. 

Such  limitations  on  pool  participation 
is  expected  to  affect  only  those  plants 
which  have  no  record  of  having  supplied 
the  marketing  area  with  Grade  A  milk. 
Such  a  plant  should  be  included  in  the 
marketwide  pool  under  the  order  only 
in  those  months  of  the  year  in  which  it 
actually  supplies  a  substantial  quantity 
of  milk  to  the  area,  or  in  months  when 
because  of  shipments  in  the  recent  past 
it  may  reasonably  be  considered  to  con¬ 
stitute  an  integral  part  of  the  market. 

Withdrawal  from  the  market  of  the 
milk  received  at  a  particular  plant  dur¬ 
ing  the  months  of  January  through  Sep¬ 
tember  v/ould  not  be  likely  to  seriously 
threaten  the  marketing  area  with  an  in¬ 
sufficient  supply.  It  seems  justified. 
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therefore,  to  permit  the  voluntary  with¬ 
drawal  from  the  pool  during  that  period 
of  any  pool  plant  unless  it  is  a  plant  from 
which  Class  I  milk  is  distributed  to  con¬ 
sumer  outlets  in  the  marketing  area. 

If  milk  other  than  producer  milk  as 
defined  is  distributed  as  Class  I  milk 
within  the  marketing  area,  it  is  neces¬ 
sary  to  require  payments  to  be  made  into 
the  producer-settlement  fund  on  such 
milk  in  order  to  maintain  reasonable 
uniformity  of  cost  of  milk  and  equity 
among  handlers,  and  to  preserve  the  in¬ 
tegrity  of  the  classified-price  plan  for 
milk.  Accordingly,  there  is  included  in 
S  1008.70  of  the  order  a  provision  for  in¬ 
cluding  in  the  value  of  milk  computed 
for  each  handler  receiving  milk  from 
producers  a  payment  at  the  difference 
between  the  Class  I  price  and  the  Class  II 
price  per  hundredweight  on  “other 
source  milk”  received  by  him  in  excess 
of  his  total  volume  of  Class  II  milk. 

As  stated  previously,  all  the  Grade  A 
milk  produced  for  consumption  in  fluid 
form  in  the  State  of  Washington  is  sub¬ 
ject  to  uniform  statewide  sanitary 
standards  administered  by  the  State 
government.  As  a  consequence  of  this 
uniform  code  of  sanitary  requirements 
and  under  reciprocal  arrangements  with 
health  authorities  in  Idaho,  milk  pro¬ 
duced  under  the  code  anywhere  in  the 
State  of  Washington  is  eligible  from  a 
sanitation  standpoint  for  sale  in  the  In¬ 
land  Empire  marketing  area.  Although 
all  Grade  A  milk  produced  in  the  State 
is  eligible  for  sale  in  the  marketing  area, 
it  is  obvious,  of  course,  that  all  the  milk  ' 
so  produced  does  not  constitute  the  reg¬ 
ular  and  normal  supply  of  milk  for  the 
regulated  marketing  area.  For  this 
reason,  it  is  necessary  to  develop  stand¬ 
ards  which  distinguish  that  Grade  A 
milk  which  is  in  fact  the  normal  and 
regular  supply  for  the  Inland  Empire 
area  from  that  Grade  A  milk  which  is 
not  a  part  of  the  r^ular  and  normal 
supply,  so  that  regulation  by  the  order 
may  be  imposed  fully  on  that  milk  which 
is  the  regular  and  normal  supply  for  the 
area  while  with  respect  to  that  milk 
which  is  not  a  part  of  such  supply,  the 
regulation  may  be  applied  only  to  the 
extent  necessary  to  integrate  the  other 
source  milk  into  the  regulatory  scheme. 
Since  the  sanitation  standards  for  Grade 
A  milk  are  uniform  throughout  the 
State,  it  is  not  possible  to  identify  the 
regular  and  normal  supply  for  this  mar¬ 
keting  area  on  the  basis  of  distinctive 
sanitation  requirements. 

Neither  is  tiie  unqualified  shipment  of 
milk  to  the  marketing  area  for  Class  I 
utilization  a  practical  basis  for  identify¬ 
ing  the  milk  which  should  be  fully  regu¬ 
lated  under  the  order.  If  any  small,  in¬ 
cidental,  or  accidental  shipment  of  milk 
into  the  marketing  area  were  to  bring 
under  total  regulation  all  the  milk  at  the 
plant  from  which  such  shipment  was 
made,  great  hardship  could  be  caused  to 
the  operator  of  such  plant  and  to  the 
farmers  delivering  milk  to  such  an  oper¬ 
ator.  Because  of  the  uniformity  of 
health  requirements  throughout  the 
State,  small  quantities  of  milk  may  be 
disposed  of  in  the  regulated  marketing 
area  as  Class  I  from  plants  which  are 
not  normal  or  regular  sources  of  supply 
for  the  marketing  area.  Moreover,  the 


operators  of  the  plants  from  which  such 
shipments  arise  may  not  wish  to  bring 
their  plants  under  total  regulation. 
There  are  many  situations  in  which 
plant  operators  may  find  it  economical 
or  desirable  to  make  shipments  of  small 
quantities  of  milk  to  the  marketing  area 
and  in  which  it  is  neither  necessary  nor 
desirable  in  terms  of  effective  regulation 
to  bring  the  operators  of  such  plants 
fully  under  the  regulation.  For  instance, 
a  plant  which  is  associated  with  a  mar¬ 
ket  outside  the  Inland  Empire  area  may 
find  it  advantageous  to  ship  milk  to  a 
plant  regulated  by  the  order  in  order  to 
have  such  milk  converted  into  manufac¬ 
tured  dairy  products.  It  is  quite  possi¬ 
ble,  however,  through  misunderstanding, 
or  from  errors  of  estimating  the  utiliza¬ 
tion  of  milk,  for  milk  which  was  intended 
for  utilization  in  Class  II  products  to  be 
assigned  a  Class  I  classification.  If 
through  such  accident  or  misunder¬ 
standing  a  plant  were  placed  completely 
under  regulation,  considerable  hardship, 
unnecessary  to  effective  regulation, 
might  result.  For  this  reason,  it  is  not 
practical  nor  desirable  to  place  a  plant 
totally  under  regulation  merely  because 
a  small  quantity  of  milk  shipped  by  it  to 
the  market  finds  its  way  into  a  Class  I 
utilization. 

The  Inland  Empire  order  provides  for 
a  marketwide  pool.  Under  this  pooling 
plan,  handlers  whose  proportion  of  util¬ 
ization  in  Class  I  is  greater  than  the 
market  as  a  whole  make  payments  into 
an  equalization  fund  and  those  handlers 
whose  proportion  of  utilization  in  Class 
I  is  less  than  the  average  for  the  market 
receive  payments  out  of  the  equalization 
fund.  This  method  of  payments  into 
and  out  of  the  equalization  fund  is  the 
essential  mechanism  for  providing  uni¬ 
formity  of  payments  to  farmers  irrespec¬ 
tive  of  the  handler  to  whom  they  deliver 
their  milk  and  provision  for  equalized 
payments  to  farmers  is  necessary  to  the 
maintenance  of  stable  and  orderly  mar¬ 
keting  conditions  in  the  defined  market¬ 
ing  area. 

Because  handlers  with  less  than  the 
market  average  proportion  of  milk  in 
Class  I  may  draw  payments  out  of  the 
producer-settlement,  or  equalization, 
fund,  there  is  an  advantage  to  any  plant 
operator  who  has  less  than  the  market¬ 
wide  average  proportion  of  milk  in  Class 
I  to  place  himself  under  regulation  in 
order  to  obtain  these  payments  and, 
thereby,  make  it  possible  for  him  to  pay 
the  uniform  prices  established  under  the 
order  to  his  producers.  The  smaller  the 
plant  operator’s  proportion  in  Class  I, 
the  greater  is  the  advantage  of  regula¬ 
tion  to  him.  Under  these  circum¬ 
stances,  plants  which  are  engaged  pri¬ 
marily  in  the  manufacture  of  milk  into 
dairy  products,  rather  than  as  suppliers 
of  Class  I  milk  to  the  marketing  area, 
will  attempt  to  place  their  plants  under 
regulation  for  the  sole  purpose  of  obtain¬ 
ing  payments  out  of  the  equalization 
fund.  The  result  of  this,  however,  will 
be  to  reduce  the  returns  to  those  farmers 
whose  milk  actually  constitutes  the  regu¬ 
lar  source  of  supply  of  Class  I  milk  for 
the  marketing  area. 

It  is  necessary  for  the  reasons  stated, 
therefore,  that  milk  which  in  fact  con¬ 
stitutes  the  regular  and  normal  sources 


of  supply  for  the  marketing  area  be 
distinguished  from  other  milk  which 
might  enter  the  marketing  area.  Sec¬ 
tion  1008.8  of  the  order  is  designed  to 
identify  the  regular  and  normal  sources 
of  supply  for  the  Inland  Empire  mar¬ 
keting  area.  Under  the  definition  of 
“pool  plant”  provided  in  such  section, 
any  plant  no  matter  where  located  which 
is  associated  with  the  Inland  Empire 
market  only  as  a  source  of  supply  for  a 
local  distributing  plant  may  bring  itself 
under  regulation  by  performing  in  the 
manner  required,  and  any  such  plant 
may  relieve  itself  of  regulation  when  it 
no  longer  operates  in  a  way  that  brings 
it  within  the  scope  of  this  section  of  the 
order.  Under  these  circumstances,  the 
decision  as  to  whether  a  plant  will  be 
fully  regulated  under  the  order  or  will 
not  be  subject  to  regulation  is  determined 
by  the  decision  of  the  plant  operator 
himself. 

Since  the  order  provides  for  the  iden¬ 
tification  of  that  milk  which  is  subject 
to  total  regulation  under  the  order,  the 
possibility  remains  that  some  milk  (i.  e. 
other  source  milk)  will  be  disposed  of  in 
the  marketing  area  as  Class  I  which  is 
not  subject  to  total  regulation. 

The  provision  requires  that  on  all 
other  source  milk  classified  as  Class  I, 
a  payment  shall  be  made  into  the  equali¬ 
zation  fund  at  a  rate  equal  to  the  differ¬ 
ence  between  the  Class  I  price  and  the 
Class  II  price.  Payments  at  this  rate 
are  necessary  to  maintain  the  integrity 
of  the  pricing  and  pooling  provisions  of 
the  order. 

Essentially  all  the  other  source  milk 
w’hich  might  be  utilized  as  Class  I  in  the 
marketing  area  would  be  produced  as 
part  of  a  supply  intended  primarily  to 
meet  the  demand  for  milk  for  fluid  con¬ 
sumption  (or  the  equivalent  of  Class  I 
milk  uses  under  the  order)  in  some  area 
in  the  States  of  Washington  or  Idaho 
other  than  the  area  regulated  by  this 
order  but  not  used  for  such  purposes  in 
the  area  for  which  it  was  produced.  It 
could  only  be  milk  which  became  sur¬ 
plus  to  the  needs  for  milk  for  fluid  dis¬ 
position  in  the  area  for  which  it  was  pro¬ 
duced.  If  the  plant  operator  could  not 
find  a  Class  I  sale  for  such  milk  within 
the  regulated  marketing  area,  it  would 
be  necessary  for  him  to  convert  the  milk 
into  a  manufactured  milk  product.  The 
most  likely  surplus  disposition  of  this 
other  source  milk  would  be  as  butter  and 
nonfat  dry  milk  solids,  or  cheese.  Its 
value,  therefore,  to  the  plant  operator 
would  be  a  surplus  milk  value.  The 
Class  II  price  for  milk  under  the  Inland 
Empire  order  is  based  on  the  value  of 
milk  when  it  is  converted  into  butter  and 
nonfat  dry  milk  solids  and  this  is  the 
price  which  regulated  handlers  are  re¬ 
quired  to  pay  for  milk  when  they  convert 
it  into  these  two  products.  The  Class  II 
price,  therefore,  is  an  accurate  and  fair 
representation  of  the  value  to  the  re¬ 
ceiving  plant  operator  of  surplus  milk 
which  is  disposed  of  as  other  source  milk 
for  Class  I  purposes  in  the  marketing 
area. 

If  unregulated  plant  operators  were 
allowed  to  dispose  of  surplus  milk  for 
Class  I  purposes  in  the  regulated  mar¬ 
keting  area  without  some  compensating. 
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or  neutralizing,  provision  in  the  order,  due  allowance  for  the  transportation  cost  One  large  handler  indicated  that  for 


it  is  clear  that  the  disposition  of  such 
milk,  because  of  its  price  advantage 
relative  to  fully  regulated  milk,  would 
displace  the  fully  regulated  milk  in  Class 
I  uses  in  the  marketing  area.  The  plan 
of  Congress,  as  contemplated  under  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended,  of  returning  mini¬ 
mum  prices  to  the  producers  for  the  reg¬ 
ulated  marketing  area,  would  be  de¬ 
feated,  Moreover,  inefficiencies  in  the 
marketing  of  milk  would  be  encouraged, 
for  the  regulated  market  would  obtain 
its  Class  I  milk  not  from  the  regular  and 
normal  sources  of  supply  for  the  market 
but  from  other  sources  of  supply  gener¬ 
ated  solely  as  a  result  of  the  price  ad¬ 
vantage  created  for  unregulated  milk  by 
the  regulation  itself.  Providing  for 
some  method  of  compensating  for,  or 
neutralizing  the  effect  of,  the  advantage 
created  for  unregulated  milk,  therefore, 
is  an  essential  and  necessary  provision 
of  this  order.  Since  the  value  for  Class 
I  milk  in  a  regulated  market  is  estab¬ 
lished  at  the  level  of  the  Class  I  price 
provided  for  in  the  order  and  since  the 
true  value  of  other  source  milk  when 
disposed  of  in  the  marketing  area  is  the 
Class  II  value,  a  payment  computed  as 
the  difference  between  the  Class  I  price 
and  the  Class  II  price  will  remove  the 
advantage  which  other  source  milk  would 
have  when  disposed  of  for  Class  I  pur¬ 
poses  in  the  marketing  area. 

It  may  be  noted  also  that  other  source 
milk  not  of  Grade  A  quality  as  well  as 
that  of  Grade  A  quality  is  received  and 
handled  by  handlers  subject  to  the  reg¬ 
ulation.  Although  from  the  standpoint 
of  health  standards,  it  is  not  legal  to  use 
such  milk  for  Class  I  uses  except  under 
emergency  dispensation  granted  by  the 
applicable  health  authorities,  the  pos¬ 
sibility  remains  that  this  grade  of  milk 
may  find  its  way  at  times  into  fluid,  or 
Class  I,  products.  If  this  occurs,  the 
same  rate  of  payment  should  apply  to 
such  milk  since  its  value  is  established 
by  a  lack  of  eligibility,  on  a  Grade  A 
standard,  for  regular  use  as  Class  I  milk. 
This  characteristic  stamps  it  the  equiv¬ 
alent,  from  a  use  standpoint,  as  surplus 
Grade  A  milk,  and  for  the  same  general 
grounds  as  are  set  forth  above  with  re¬ 
spect  to  the  payment  applicable  to  other 
source  milk  of  Grade  A  quality,  a  similar 
payment  should  apply. 

Handlers  of  pool  plants  distributing  as 
Class  I  milk  (§  1008.41  (a)  (1),  (2),  and 
(3) )  within  the  marketing  area  5  per¬ 
cent  or  more  of  their  milk  receipts  are 
fully  regulated.  However,  if  a  handler  of 
a  nonpool  plant  should  accidentally,  or 
incidentally,  distribute  as  Class  I  milk 
less  than  5  percent  of  his  milk  receipts 
in  the  marketing  area,  such  handler  also, 
for  similar  reasons,  would  be  required  to 
pay  into  the  pool  the  difference  between 
the  Class  I  and  Class  n  prices  (adjusted 
for  butterfat  and  location),  in  lieu  of 
becoming  a  fully  regulated  handler. 

On  the  other  hand,  such  payments 
should  not  apply  to  milk  entering  this 
marketing  area  from  a  plant  regulated 
under  another  order  since  its  proper 
classification  and  price  will  be  deter¬ 
mined  pursuant  to  the  other  order,  and 
if  used  in  Class  I  milk  as  defined  in  this 
order  will  be  priced  equivalently  (with 


between  markets)  under  the  other  order. 

(b)  Classification  of  milk.  A  classi¬ 
fied-use  plan  should  be  established  to 
insure  that:  (a)  minimum  prices  for  milk 
will  be  uniform  among  handlers  accord¬ 
ing  to  use,  (b)  a  price  may  be  fixed  for 
milk  disposed  as  Class  I  at  a  level  which 
will  bring  forth  an  adequate  supply  of 
pure  and  wholesome  milk,  and  (c)  a  nec¬ 
essary  reserve  of  inspected  milk  may  be 
maintained  at  all  times  (and  priced  in 
appropriate  relationship  with  manufac¬ 
turing  milk  prices)  without  disrupting 
marketing  and  pricing  conditions  within 
the  established  marketing  area. 

Two  classes  of  milk  should  be  estab¬ 
lished.  Class  I  milk  should  include  all 
skim  milk  (including  reconstituted  skim 
milk)  and  butterfat  disposed  of  in  fluid 
(including  concentrated  fluid)  and 
frozen  form  as  milk,  skim  milk,  skim 
milk  drinks,  buttermilk,  flavored  milk 
and  milk  drinks,  cream,  and  closely  re¬ 
lated  cream  products.  It  should  include 
also  all  skim  milk  and  butterfat  repre¬ 
sented  by  variations  in  inventory  and 
that  not  specifically  accounted  for  as 
Class  II  milk,  except  for  a  reasonable 
allowance  for  shrinkage.  Class  II  milk 
should  include  milk  and  butterfat  used 
to  produce  manufactured  milk  products 
such  as  cottage  cheese,  ice  cream,  ice 
cream  mix,  and  frozen  desserts  (which 
products  are  hereinafter  referred  to  as 
Class  II  A),  evaporated  milk,  Cheddar 
cheese,  nonfat  dry  milk  solids,  aerated 
cream  products,  etc.,  and  a  reasonable 
allowance  for  shrinkage. 

Milk,  cream,  and  certain  products  of 
milk  and  cream  disposed  of  for  con¬ 
sumption  in  fluid  form  are  required  to 
be  made  from  Grade  A  milk  in  accord¬ 
ance  with  health  regulations  effective  in 
the  marketing  area.  Extra  expenses  in¬ 
curred  in  the  production  and  delivery  of 
milk  for  these  purposes  warrant  the 
classification  of  this  milk  as  Class  I  milk 
and  the  pricing  of  it  above  the  level  of 
prices  for  Class  II  uses. 

Except  for  cottage  cheese,  none  of  the 
products  included  in  Class  II  milk  are 
required  by  health  regulations  to  be 
processed  from  Grade  A  milk.  These 
products,  although  they  may  contain 
some  Grade  A  milk,  must  be  priced  so 
as  to  meet  competition  from  products 
which  may  be  made  from  milk  produced 
for  manufacturing  purposes.  It  is  con¬ 
sidered  necessary  to  permit  the  free 
movement  of  excess  milk,  when  not 
needed  to  supply  the  market  for  Class  I 
uses,  into  manufacturing  channels  with¬ 
out  burdensome  disadvantage  to  han¬ 
dlers.  Health  authorities  in  the  city  of 
Spokane  require  that  cottage  cheese  be 
made  from  Grade  A  milk  or  from  nonfat 
dry  milk  solids  produced  from  Grade  A 
milk;  however,  some  communities  in  the 
marketing  area  do  not  have  this  require¬ 
ment.  The  net  result  is  that  a  con¬ 
siderable  amount  of  Grade  A  producer 
milk  is  used  in  the  manufacture  of  cot¬ 
tage  cheese  to  supply  the  marketing 
area. 

Although  Grade  A  milk  is  not  required 
for  ice  cream  sold  in  the  marketing  area, 
a  substantial  amount  of  excess  Grade  A 
milk  is  used  in  making  ice  cream.  Han¬ 
dlers  testified  that  high  quality  milk  is 
desired  and  is  used  for  this  product. 


some  time  he  had  been  paying  a  25-cent 
premium  over  the  price  for  other  Class 
II  uses  for  milk  used  for  both  cottage 
cheese  and  ice  cream.  The  record  shows 
that  other  handlers  also  place  a  higher 
value  on  milk  so  used  than  for  use  in 
other  manufactured  products.  If  non¬ 
fat  dry  milk  solids  from  outside  sources 
are  substituted  for  the  skim  milk  derived 
from  producer  milk  for  cottage  cheese 
use,  such  solids  must  be  produced  from 
Grade  A  milk  at  the  point  of  origin  and 
such  solids  command  a  premium  of 
about  3  cents  a  pound  (or  25  cents  per 
hundredweight  of  milk,  assuming  a  non¬ 
fat  dry  milk  solids  yield  of  8.5  pounds  to 
the  hundredweight)  over  the  market  for 
nonfat  dry  milk  solids  as  expressed  in  the 
Class  II  price  formula.  This  quality  of 
nonfat  dry  milk  solids  is  frequently  used 
in  the  manufacture  of  ice  cream  and  ice 
cream  mix  also,  because  of  the  resulting 
improved  quality  and  yield  of  the  prod¬ 
uct.  There  is  a  year-round  market  for 
producer  milk  within  the  marketing  area 
in  these  products. 

Because  considerable  Grade  A  milk  is 
desired  for  these  products  in  the  market¬ 
ing  area,  and  for  the  other  reasons  given, 
this  milk  should  be  priced  somewhat 
higher  than  Class  n  milk  which  repre¬ 
sents  primarily  an  outlet  for  excess  re¬ 
serve  supplies  of  milk  in  manufactured 
products  which  must  compete  on  a  na¬ 
tionwide  basis  with  products  produced 
from  ungraded  milk.  It  is  recom¬ 
mended,  therefore,  that  producer  milk 
used  to  produce  cottage  cheese  (includ¬ 
ing  other  soft  cheeses  of  similar  type 
such  as  pot  and  baker’s  cheeses),  ice 
cream,  ice  cream  mix,  and  frozen  des¬ 
serts  be  designated  as  Class  II  A  milk 
and  be  priced  25  cents  per  hundred¬ 
weight  higher  than  the  remainder  of 
Class  II  milk. 

A  proposal  for  classifying  milk  steri¬ 
lized  and  packaged  in  hermetically  sealed 
cans  by  the  “Winger  Process’’  as  Class  II 
milk  was  made  at  the  hearing.  Pro¬ 
ponent  was  not  actually  in  business  at 
the  time  of  the  hearing,  but  stated  that 
he  is  in  the  process  of  equipping  a  plant 
in  Moses  Lake,  Washington,  to  handle 
milk,  including  excess  Grade  A  milk,  for 
this  purpose.  It  was  contended  that  the 
principal  markets  sought  for  this  steri¬ 
lized  whole  milk  product  would  be  the 
armed  services  and  commercial  outlets 
for  shipment  overseas  to  remote  areas 
where  fresh  fluid  milk  is  not  available. 
It  was  further  contended  that  this  prod¬ 
uct  would  provide  an  outlet  for  excess 
Grade  A  milk  in  the  Spokane  area  as 
well  as  for  any  excess  of  production  in 
the  Columbia  Basin  area  which  may  de¬ 
velop.  There  is  indication  on  the  record 
that  Grade  A  milk  will  not  be  required 
for  this  sterilized  product.  Under  the 
circumstances  it  is  concluded  that  milk 
used  to  produce  such  product  should  be 
classified  as  Class  II  milk. 

The  hearing  record  shows  further  that 
some  skim  milk  customarily  is  either 
dumped  or  disposed  of  as  livestock  feed 
during  the  seasonal  surplus  period  for 
lack  of  manufacturing  facilities.  The 
attached  order  provides  that  under  cer¬ 
tain  limited  conditions  milk  disposed  of 
in  these  outlets  may  be  classified  and 
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paid  for  by  handlers  as  Class  n  milk.  In 
order  to  forestall  improper  accountii^ 
for  such  milk,  it  is  recommended  that 
such  dispositions  be  limited  to  skim  milk 
and  apply  only  to  the  months  of  April, 
May,  June,  and  July.  Furthermore,  in 
the  case  of  skim  milk  dumped,  such  clas¬ 
sification  should  be  allowable  only  when 
the  market  administrator,  or  his  repre¬ 
sentative,  is  provided  the  opportunity 
to  witness  the  dumping.  Six  hours’ 
advance  notice  to  the  market  adminis¬ 
trator  by  the  handler  concerning  his 
intention  to  dump  skim  milk  should  be 
adequate  considering  the  locations  of  the 
various  plants  to  be  regulated.  Other¬ 
wise,  dumped  milk  should  be  classified 
“unaccounted  for”  and  priced  as  Class 
I  milk. 

Some  shrinkage  is  unavoidable  in  op¬ 
erating  a  milk  plant.  Testimony  in  the 
hearing  record  indicates  that  a  fluid  milk 
operation  efficiently  operated,  and  for 
which  accurate  and  complete  records  are 
maintained,  should  not  experience  nor¬ 
mal  shrinkage  in  excess  of  2  percent  of 
producer  milk,  and  perhaps  less.  Fluid 
milk  operations  comprise  the  bulk  of  the 
milk  handled  by  handlers  in  the  market¬ 
ing  area.  If  experience  under  regulation 
indicates  a  smaller  percentage  of  shrink¬ 
age,  this  fact  may  be  given  consideration 
in  a  subsequent  hearing.  Thus,  all  un¬ 
accounted-for  milk,  other  than  actual 
shrinkage  up  to  2  percent  of  total  re¬ 
ceipts  of  skim  milk  and  butterfat  from 
producers  which  may  be  classified  as 
Class  II  milk,  should  be  classified  as  Class 
I  milk.  Since  Class  n  milk  is  accounted 
for  on  a  used-to-produce  basis,  this 
shrinkage  provision  should  result  in  no 
hardship  to  handlers  with  regard  to  milk 
used  for  manufacturing  purposes. 
Shrinkage  on  other  source  milk,  however, 
will  be  allowed  in  the  lowest  available 
use  classification  under  the  allocation 
provisions,  since  other  source  milk  is  de¬ 
ducted  on  the  basis  of  receipts  rather 
than  on  product  use. 

In  most  milk  markets,  there  are  a  cer¬ 
tain  number  of  transactions  between 
handlers  such  as  transferring  milk  from 
one  handler’s  plant  to  that  of  another 
or  to  the  plant  of  a  person  who  is  not  a 
handler.  Administratively,  since  milk 
is  readily  converted  into  other  products, 
a  method  of  classifying  milk  transferred 
between  plants  is  necessary.  With  re¬ 
gard  to  such  movements  of  milk,  the 
order  provides  that  the  responsibility 
for  correct  classification  should  be  placed 
on  the  handler  who  first  receives  the 
milk  from  producers.  In  case  any  milk 
is  transferred  without  adequate  proof  of 
use,  such  milk  should  be  classified  as 
Class  I  milk. 

The  principal  outlets  other  than  fluid 
outlets  for  milk,  graded  or  ungraded,  in 
the  Inland  Empire  milkshed  are  the 
manufacture  of  ice  cream  and  cottage 
cheese.  Manufactured  milk  products, 
such  as  butter,  evaporated  milk,  nonfat 
dry  milk  solids,  casein,  or  Cheddar  cheese 
are  produced  in  limited  quantities. 
There  is  a  market  in  ice  cream  and  cot¬ 
tage  cheese  for  the  seasonal  excesses  in 
the  supply  of  milk  produced  for  fluid 
consumption.  In  these  circumstances  it 
can  be  presumed  that  producer  milk 
transferred  or  diverted  to  nonpool  plants 
for  manufacture  will  be  utilized  in  ice 


cream  or  cottage  cheese  to  the  extent 
such  products  are  produced.  The  sub¬ 
ject  provision  will  serve  to  insure  pro¬ 
ducers  of  a  proper  accounting  and  valu¬ 
ation  of  milk  disposed  of  to  nonpool 
plants. 

A  suggestion  was  made  in  the  brief 
filed  by  a  proponent  producer  organi¬ 
zation  that  a  reasonable  distance  should 
be  fixed  beyond  which  the  market  ad¬ 
ministrator  should  not  be  required  to 
send  auditors  to  verify  the  utilization  of 
milk  involved  in  interplant  transactions. 
A  radius  of  200  miles  from  the  Spokane 
Courthouse  was  offered  as  a  reasonable 
distance  for  the  purpose.  This  sugges¬ 
tion  was  not  discussed  at  the  time  oral 
evidence  was  being  taken.  Since  the 
record  does  not  indicate  that  reserve 
milk  has  been  transported  such  a  dis¬ 
tance  at  any  time  in  the  past,  it  does  not 
appear  necessary  at  this  time  to  estab¬ 
lish  a  definite  geographical  area  beyond 
which  milk  moved  will  be  Class  I  with¬ 
out  audit.  A  future  hearing  will  pro¬ 
vide  opportunity  for  full  consideration 
of  the  proposal.  • 

The  order  also  provides  for  the  reclas¬ 
sification  of  milk  originally  classified  in 
one  class,  but  later  used  or  reused  in 
another  class.  The  classification  of  milk 
is  designed  particularly  to  assure  pro¬ 
ducers  of  the  proper  return  for  milk  used 
in  each  class  and  to  place  handlers  on 
an  equitable  cost  basis  with  respect  to  the 
minimum  purchase  price  of  milk  from 
producers.  Such  a  provision  is  necessary 
to  achieve  this  objective. 

The  handler  who  first  receives  the 
milk  from  producers  should  bear  the 
responsibility  of  accounting  for  the  use 
of  such  milk.  This  will  be  facilitated  by 
requiring  such  handler  to  show  an  actual 
Class  II  or  Class  n  A  use  of  milk,  or,  as 
an  alternative,  have  such  milk  classified 
as  Class  I  milk.  Other  source  milk 
should  be  allocated  first  to  Class  II  uses 
in  the  handler’s  plant.  The  reason  for 
this  is  to  prevent  other  source  milk  from 
displacing  in  Class  I  uses  the  milk  of 
producers,  on  which  the  market  relies 
for  a  continuous  milk  supply. 

Skim  milk  and  butterfat  are  not  used 
in  all  products  in  the  same  proportions 
as  contained  in  the  milk  received  from 
producers,  and,  therefore,  should  be 
classified  separately  according  to  their 
separate  uses.  The  skim  milk  serum 
and  butterfat  content  of  milk  products, 
received  and  disposed  of  by  a  handler, 
can  be  determined  through  certain  recog¬ 
nized  testing  procedures.  Some  of  these 
products,  such  as  ice  cream  and  con¬ 
densed  products,  present  a  difficult  prob¬ 
lem  of  testing  (and  accounting)  in  that 
some  of  the  water  contained  in  the  milk 
has  been  removed.  It  is  necessary,  in 
the  case  of  such  products,  to  provide  an 
acceptable  means  of  ascertaining  the 
amount  of  skr  milk  and  butterfat  con¬ 
tained  in,  or  used  to  produce,  these 
products.  This  may  be  accomplished 
through  the  use  of  adequate  plant 
records  made  available  to  the  market 
administrator  in  the  case  of  products 
manufactured  by  a  handler,  or  by  means 
of  standard  conversion  factors  of  skim 
milk  and  butterfat  used  to  produce  such 
products  in  the  case  of  products  pur¬ 
chased  by  a  handler  or  where  plant  pro¬ 
duction  records  are  inadequate. 


Although  there  appears  to  be  no  con¬ 
tention  concerning  the  propriety  of 
classifying  both  fortified  and  recon¬ 
stituted  fluid  products  as  Class  I  milk, 
a  question  was  raised  as  to  the  method 
to  be  used  to  compute  the  volume  of  skim 
milk  included  in  fortified  milk  to  which 
the  payment  required  by  §  1008.70  (a), 
(5)  applies. 

The  record  discloses  that  nonfat  dry 
milk  solids  which  might  be  utilized  to 
fortify  CHass  I  milk  products  would  be 
required  to  come  from  Grade  A  milk  but 
would  be  paid  for  on  the  basis  of  the 
Class  II  price  if  derived  from  milk  cov¬ 
ered  by  the  order  or  at  a  price  for  manu¬ 
facturing  milk,  if  derived  from  milk 
processed  at  a  non-regulated  plant.  The 
additional  solids  utilized  increase  the 
value  and  salability  of  the  end  product. 
The  value  of  each  pound  of  nonfat  milk 
solids  utilized  by  addition  to,  or  as,  a 
Class  I  product  has  a  value  to  the  han¬ 
dler  the  same  as  every  other  pound  con¬ 
tained  therein.  .  Neither  the  form  in 
which,  nor  the  source  from  which,  such 
solids  are  obtained  alter  their  value  to 
the  handler  for  this  purpose  and  they 
may  not  be  distinguished  on  the  basis  of 
cost  of  production,  need  for  regular  sup¬ 
plies,  sanitary  requirements,  seasonality 
of  production,  or  value  to  consumers. 
Since  the  Class  I  price  provisions  are  de¬ 
signed  to  encourage  producers  to  deliver 
an  adequate  and  dependable  supply  of 
milk  in  all  seasons,  the  returns  to  pro¬ 
ducers  for  one  portion  of  Class  I  milk 
should  not  be  reduced  below  the  level  of 
the  remaining  portion  disposed  of  in 
such  class.  The  effect  of  computing  the 
value  of  the  added  nonfat  solids  on 
actual  weight  rather  than  on  a  skim  milk 
“equivalent”  basis,  in  a  Class  I  product, 
is  to  alter  the  accounting  method  for 
such  solids  as  compared  with  an  equiva¬ 
lent  quantity  of  such  solids  contained  in 
skim  milk  in  fluid  form  which  is  utilized 
in  the  same  product,  in  another  Class  I 
product,  or  even  in  Class  II  milk.  The 
actual  weight  basis  of  accounting  for  the 
added  solids  used  in  fortified  skim  milk 
(Class  I)  has  the  effect,  from  a  pricing 
standpoint,  of  retaining  in  Class  11  milk 
a  portion  of  the  producer  milk  utilized  in 
the  production  of  such  Class  I  product 
even  though  it  represents  the  only  end 
use  resulting  from  the  producer  milk 
involved.  This  is  equivalent  to  granting 
the  handler  a  price  reduction  with  re¬ 
spect  to  a  portion  of  his  Class  I  milk. 
Therefore,  the  accounting  procedure  to 
be  used  in  the  case  of  this  and  any  con¬ 
densed  milk  product  should  be  based  on 
the  pounds  of  milk  or  skim  milk  required 
to  produce  such  product. 

Because  the  order  class  prices  apply 
only  to  producer  milk,  it  is  necessary,  if 
a  pool  plant  has  butterfat  or  skim  milk 
other  ^than  that  received  in  producer 
milk,  to  determine  the  quantities  of  milk 
in  each  class  to  be  assigned  to  current 
receipts  from  producers.  The  milk  of 
producers  who  are  regularly  engaged  in 
supplying  the  market  should  be  assigned 
the  Class  I  utilization  first.  This  is  nec¬ 
essary  to  insure  the  effectiveness  of  the 
classified  pricing  program  of  the  order. 
The  system  of  assigning  utilization  of 
milk  to  receipts  from  different  sources 
which  will  carry  out  this  objective  is  set 
forth  in  detail  in  the  order. 
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In  general  this  procedure  requires  that 
skim  milk  and  butterfat,  respectively, 
remaining  in  each  class  be  assigned  to 
producer  milk  by  making  the  following 
deductions  from  the  gross  utilization  of 
each  handler  starting  with  Class  II  milk, 
except  as  otherwise  noted: 

(1)  Class  II  shrinkage  of  producer 
milk; 

(2)  Other  source  milk; 

(3)  Receipts  from  other  handlers 
(according  to  classification) ;  and 

(4)  Overage. 

Since  uniform  prices  paid  producers 
by  each  handler  are  to  be  calculated 
monthly,  the  assignment  of  utilization 
described  above  should  be  carried  out 
with  respect  to  all  milk  received  during 
each  month.  To  apply  a  shorter  ac¬ 
counting  period  would  place  an  account¬ 
ing  and  reporting  burden  upon  handlers 
and  incx*ease  the  cost  of  administering 
the  order. 

Class  prices.  Class  I  prices  should  be 
established  at  a  level  which,  together 
with  appropriate  Class  II  A  and  Class  H 
prices,  will  return  to  producers  a  uni¬ 
form  price  sufficient  to  bring  forth  the 
required  supply  of  Grade  A  milk 
throughout  the  year.  Class  prices  es¬ 
tablished  too  low  will  result  in  the  pro¬ 
duction  of  insufficient  milk  to  meet  the 
Class  I  needs  of  the  market.  On  the 
other  hand,  prices  at  too  high  a  level 
will  stimulate  production  and  bring  to 
the  market  more  milk  than  is  necessary 
to  satisfy  Class  I  needs,  including  a  rea¬ 
sonable  “reserve.”  The  development  of 
uneconomic  reserves  of  Grade  A  milk  in 
the  past  have  tended  to  depress  the  price 
for  all  milk  produced  for  the  market. 

In  their  proposal,  producer  proponents 
suggested  that  a  basic  formula  price  and 
differential  method  of  pricing  be  estab¬ 
lished.  It  was  testified  that  the  purpose 
of  this  basic  formula  price  is  to  reflect 
the  general  economic  factors  underly¬ 
ing  the  price  for  milk  used  in  manufac¬ 
tured  dairy  products.  Because  the  mar¬ 
ket  for  most  manufactured  products  is 
nationwide,  prices  of  such  products  re¬ 
flect,  to  a  large  extent,  changes  in  gen¬ 
eral  economic  conditions  affecting  the 
supply  and  demand  for  milk.  These 
prices,  in  turn,  influence  the  local  mar¬ 
ket  prices  for  the  same  uses  of  milk. 
In  this  market  prices  for  milk  used  for 
fluid  purposes  are  related  to  prices  paid 
for  milk  used  for  manufacturing  pur¬ 
poses  since  the  production  and  market¬ 
ing  of  inspected  milk  for  fluid  purposes 
is  influenced  by  many  of  the  same  eco¬ 
nomic  conditions.  Also,  manufacturing 
milk  plants  serve  as  alternative  outlets 
for  milk  which  farmers  produce  for  fluid 
milk  markets.  For  these  reasons,  many 
fluid  milk  markets  have  found  it  appro¬ 
priate  to  use  the  prices  for  butter  and 
nonfat  dry  milk  solids,  or  the  prices 
paid  by  condenseries  (with  differentials 
over  these  basic  manufacturing  prices), 
to  establish  fluid  milk  prices.  It  was 
pointed  out  that  the  differential  added 
to  the  basic  formula  price  should,  in 
general,  reflect  the  additional  costs  of 
getting  Grade  A  milk  produced  and  de¬ 
livered  to  consumers  in  the  quantities 
required  to  meet  the  needs  for  fluid  con¬ 
sumption  in  the  Inland  Empire  market¬ 
ing  area.  The  use  of  alternative  compo¬ 


nents  as  included  in  the  attached  order 
In  the  determination  of  the  basic  for¬ 
mula  price  will  reflect  the  basic  factors 
affecting  the  value  of  manufactured  milk 
at  any  given  time. 

The  concept  of  adjusting  minimum 
class  prices  in  response  to  changes  in 
supply  and  demand  conditions,  and 
thereby  influencing  the  production  of 
milk  through  consequent  changes  in  pro¬ 
ducers’  blend  prices,  has  wider  geograph¬ 
ical  implications  today  than  in  the  past. 
In  earlier  days  producers  were  limited 
to  supplying  milk  to  local  markets  be¬ 
cause  of  inadequate  transportation  fa¬ 
cilities  and  the  local  nature  of  health 
regulations  and  milk  distribution  sys¬ 
tems.  Today  the  technological  advance 
in  milk  production,  including  the  wide¬ 
spread  use  of  milk  cooling  equipment  on 
farms;  the  rapid  motor  transportation 
from  farms  to  a  number  of  cities  instead 
of  one  or  two,  especially  through  the  ad¬ 
vent  of  bulk  farm  tank  milk  pickup ;  the 
increased  efficiency  of  milk  processing 
equipment  and  plants;  the  increasing 
importance  of  paper  containers  for  pack¬ 
aging  milk;  the  use  of  refrigerated  de¬ 
livery  trucks;  the  sale  of  milk  through 
vendors  and  stores  in  distant  cities ;  and 
the  corollary  trend  among  health  au¬ 
thorities  of  approving  sources  of  milk 
derived  from  a  wider  supply  area  under 
agreements  for  reciprocal  inspection — 
all  these  factors  enable  milk  to  be  trans¬ 
ported  and  sold  long  distances  from  the 
point  of  production.  The  hearing  record 
reveals  a  gradual  widening  of  the  Inland 
Empire  milkshed  as  well  as  an  extension 
of  the  marketing  area  in  which  Spokane 
handlers  distribute  milk.  The  testimony 
shows  the  need  for  reflecting  any  basic 
changes  in  milk  prices  affecting  the  in¬ 
dustry  as  a  whole,  and  particularly  for 
maintaining  a  reasonable  price  align¬ 
ment  with  other  areas  such  as  Puget 
Sound,  central  Washington,  and  the  Co¬ 
lumbia  Basin  from  w’hich  milk  may  be 
readily  shipped  to  Spokane  under  favor¬ 
able  price  levels. 

The  basic  formula  price  adopted  is  the 
higher  of  (a)  prices  paid  by  13  Wiscon¬ 
sin  and  Michigan  condenseries  with  but¬ 
terfat  content  adjusted  to  a  4-percent 
basis,  or  (b)  a  price  calculated  from  a 
formula  based  on  the  prices  of  butter 
and  nonfat  dry  milk  solids.  This  basic 
formula  pricing  plan  is  comparable  to 
that  proposed  at  the  hearing  and  is  simi¬ 
lar  to  that  used  in  the  Puget  Sound  order 
and  in  many  other  fluid  milk  markets  in 
the  country  under  similar  type  regula¬ 
tions.  It  is  designed  to  reflect  the  fac¬ 
tors  described  above. 

(1)  Class  I  price.  The  CTlass  I  price 
should  be  established  at  a  differential  of 
$1.85  per  hundredweight  over  the  basic 
formula  price. 

Proponents  proposed  a  differential  of 
$2.15  per  hundredweight  over  the  basic 
formula  price.  They  presented  testi¬ 
mony  to  the  effect  that  the  costs  of  pro¬ 
duction  and  transportation  are  gener¬ 
ally  higher  in  eastern  Washington  and 
in  northern  Idaho  than  in  the  Puget 
Sound  area;  also,  that  historically  Spo¬ 
kane  area  milk  prices  have  been  higher 
than  in  western  Washington  by  about  50 
cents  per  hundredweight.  The  proposal 
amounts  to  exactly  50  cents  per  hundred¬ 
weight  over  the  minimum  Class  I  price 


as  established  by  the  order  regulating 
the  handling  of  milk  in  the  Puget  Sound 
marketing  area. 

One  handler  proposed  and  gave  testi¬ 
mony  in  support  of  a  Class  I  price  differ¬ 
ential  ranging  between  $1.65  and  $1.85 
over  the  basic  formula  price.  It  was  al¬ 
leged  that  the  level  of  prices  paid  by 
Spokane  handlers  in  1953  resulted  in  sur¬ 
pluses  in  excess  of  the  needed  reserve 
supply,  and  that  his  proposed  price  dif¬ 
ferential  would  suffice  to  bring  forth  an 
adequate  supply  of  Grade  A  milk  to  sat¬ 
isfy  market  needs.  Another  handler 
contended  that  a  Class  I  price  differen¬ 
tial  closely  paralleling  that  of  the  Puget 
Sound  order  would  result  in  an  adequate 
supply  of  milk  to  meet  Class  I  needs. 
Both  handlers  contended  that  the  costs 
of  milk  production  are  no  higher  in  the 
Inland  Empire  area  than  in  the  Puget 
Sound  area. 

The  record  reveals  that  the  price  for 
milk  for  bottling  (termed  Class  I  milk) 
in  the  Spokane  market  was  $5.96  for  the 
years  1952  and  1953.  It  appears  that 
this  was  an  important  factor  in  the  de¬ 
velopment  of  the  excessive  supply  of 
milk  and  unstable  marketing  conditions. 
If  the  Class  I  price  differential  of  $2.15 
per  hundredweight  over  the  basic  for¬ 
mula  price,  as  proposed  by  the  propo¬ 
nents,  had  been  in  effect  during  this 
period,  the  average  Class  I  price  would 
have  been  even  higher  ($6.21  per  hun¬ 
dredweight).  The  record  shows  that 
from  January  1, 1952,  to  January  1, 1955, 
the  number  of  dairy  cows  and  heifers 
two  years  old  and  older  increased  about 
12  percent  in  Washington  as  compared 
with  about  4  percent  for  the  United 
States.  During  this  period  costs  of 
dairy  roughages  and  concentrate  rations 
declined  considerably,  both  in  Washing¬ 
ton  and  over  the  country  as  a  whole. 
Inasmuch  as  all  principal  parties  par¬ 
ticipating  in  the  hearing,  including  the 
producer  proponents,  indicated  that  the 
$5.96  price  per  hundredweight  was  too 
high  under  the  conditions  prevailing  in 
1952  and  1953,  resulting  in  an  excess  of 
Grade  A  milk  for  market  needs,  and  be¬ 
cause  many  of  the  production  cost  fac¬ 
tors  are  no  higher  than  during  such 
period,  obviously  the  Class  I  price,  re¬ 
sulting  from  a  $2.15  per  hundredweight 
price  differential  over  the  basic  formula 
price  would  not  be  reasonable. 

Proponents  have  stressed  the  impor¬ 
tance  of  the  relationship  between  Puget 
Sound  and  Spokane  prices  in  making 
their  case  for  a  Class  I  differential  of 
$2.15  per  hundredweight;  and  thus  it  is 
appropriate  to  discuss  such  relationship 
as  well  as  factors  directly  affecting  the 
production  of  milk  in  eastern  Washing¬ 
ton  and  northern  Idaho.  It  was  con¬ 
tended  that  historically  the  price  of  milk 
for  bottling  in  the  Spokane  market  has 
been  about  50  cents  higher  than  that  for 
similar  use  under  Puget  Sound  order. 
This  was  approximately  the  case  for  the 
years  1953  and  1954.  But  if  the  com¬ 
parison  is  carried  back  to  1951  and  1952, 
the  record  reveals  that  the  average 
Spokane  Class  I  price  was  14  cents  per 
hundredweight  lower  than  the  Puget 
Sound  Class  I  price  for  the  period  June- 
December  1951,  and  averaged  11  cents 
per  hundredweight  lower  for  the  year 
1952. 
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Record  evidence  indicates  that  costs  of 
hay  and  farm  labor  are  lower  in  the 
Inland  Empire  area  than  in  the  Puget 
Sound  area.  On  the  other  hand,  pas¬ 
tures  are  somewhat  less  productive  and 
the  pasturing  season  is  shorter  in  the 
Inland  Empire  milkshed  than  in  the 
Puget  Sound  area.  Also,  dairy  ration 
costs  and  costs  of  transporting  milk  from 
the  farms  to  the  milk  plants  are  higher 
in  the  Inland  Empire  milkshed. 

Official  notice  is  taken  of  the  basic 
formula  price  under  the  Puget  Sound 
order  which  applies  to  the  month  of 
October  1955  ($3,50  per  himdredweight) . 
The  addition  of  a  Class  I  price  differen¬ 
tial  of  $1.85  per  hundredweight  would 
have  resulted  in  an  October  Class  I  price 
(4.0  percent  milk)  of  $5.35  per  hundred¬ 
weight  in  the  Inland  Empire  marketing 
area,  had  the  proposed  order  been  in 
effect. 

With  a  higher  Class  I  utilization  in  the 
Spokane  market  than  in  Puget  Sound,  a 
Class  I  price  differential  of  20  cents  over 
that  of  Puget  Sound  might  be  expected 
to  result  in  net  returns  to  producers  ap¬ 
proximately  40  cents  per  hundredweight 
higher  than  in  the  latter  area.  Such  a 
price  should  provide  the  Inland  Empire 
marketing  area  with  an  adequate  supply 
of  Grade  A  milk  and  be  in  a  sound  rela¬ 
tionship  with  prices  in  Puget  Sound  and 
other  surrounding  production  and  mar¬ 
keting  areas.  It  is  important  to  recog¬ 
nize  that  Grade  A  milk  is  available  both 
in  the  Puget  Sound  area  and  at  sources 
nearer  to  Spokane  not  currently  associ¬ 
ated  with  the  market.  A  potential  sur¬ 
plus  producing  area  exists  in  the 
Columbia  Basin. 

A  higher  differential  at  this  time  could 
result  in  an  over-stimulation  of  produc¬ 
tion  of  milk  by  regular  producers  for  the 
market,  conversion  of  cream  shippers  to 
producers  of  Grade  A  milk,  and  the  at¬ 
traction  of  milk  from  production  areas 
not  customarily  supplying  this  market. 
Such  developments  would  result  in  the 
building  up  of  excessive  reserves  of 
Grade  A  milk,  dilution  of  the  pool,  and 
depressed  blend  prices  to  the  detriment 
of  producers  upon  whom  the  market 
depends  for  a  regular  supply  of  milk. 
The  recommended  price  differential  in 
conjunction  with  other  stabilizing  in¬ 
fluences  provided  by  the  order  should 
create  the  incentive  needed  for  the  pro¬ 
duction  of  an  adequate  supply. 

As  a  revision  of  their  original  proposal, 
proponents  recommended  that  a  “supply- 
demand  adjustment  factor”  be  added  to 
the  Class  I  price  formula  to  further  re¬ 
flect  changes  in  local  supply  and  demand 
conditions  as  well  as  general  conditions 
in  the  industry.  Although  a  supply-de¬ 
mand  adjustment  factor  in  the  pricing 
formula  conceived  from  local  market 
data  would  be  desirable  and  serve  a  use¬ 
ful  purpose,  it  is  concluded  that  the  de¬ 
velopment  of  such  a  factor  should  be 
delayed  until  the  market  has  had  at 
least  a  year’s  experience  under  the  order. 
This  is  desirable  as  a  basis  for  determin¬ 
ing  the  seasonai  patterns  of  production 
and  demand  more  accurately  than  is 
possible  from  information  available  at 
this  time.  The  class  prices  included  in 
this  order  will  be  terminated  eighteen 
months  after  this  order  becomes  effec¬ 
tive,  providing  an  opportunity  for  review 


of  the  market  situation,  based  on  more 
detailed  information. 

(2)  Class  II  price.  The  Class  II  price 
formula  should  reflect  a  reasonable  value 
of  milk  for  manufacturing  purposes  in 
the  supply  area.  The  CJlass  II  price 
should  be  at  such  a  level  that  handlers 
will  accept  and  market  whatever  quan¬ 
tities  of  milk  in  excess  of  Class  I  needs 
may  be  produced  from  time  to  time. 
The  price  should  not  be  so  low  that 
handlers  will  be  encouraged  to  procure 
or  retain  milk  supplies  solely  for  the  pur¬ 
pose  of  converting  substantial  quantities 
into  Class  n  products. 

Proponents  proposed  a  formula  based 
on  the  central  market  prices  of  butter 
and  nonfat  dry  milk  solids  with  an  80- 
cent  per  hundredweight  “make-allow¬ 
ance”  (the  same  allowance  as  in  the 
Puget  Sound  order).  At  the  hearing, 
one  handler  proposed  a  similar-type 
formula  with  a  make-allowance  of  $1.02. 
Another  handler  proposed  that  the  al¬ 
lowance  be  set  at  90  cents.  The  latter 
alleged  that  manufacturing  costs  are 
higher  than  in  Puget  Sound,  because  of 
the  lower  volume  handled  in  manufac¬ 
turing  uses. 

In  the  Spokane  area,  most  of  the  ex¬ 
cess  milk  is  used  for  cottage  cheese  and 
ice  cream  as  adjuncts  to  the  fluid  opera¬ 
tions  of  handlers.  The  manufacture  of 
storable  products,  such  as  butter,  cheese, 
and  nonfat  dry  milk  solids,  is  more  spo¬ 
radic  than  in  the  Puget  Sound  area  and 
occurs  principally  in  the  flush  season  of 
production. 

It  is  concluded  that  the  butter-powder 
formula,  including  a  make-allowance  of 
80  cents  per  hundredweight,  will  result 
in  reasonable  pricing  for  Class  n  milk 
in  the  Spokane  area  in  line  with  its 
value  as  reported  by  condenseries, 
creameries,  and  cheese  factories  in  the 
State  of  Washington.  Although  such 
items  as  butter,  nonfat  dry  milk  solids, 
and  cheese  are  not  processed  to  the  same 
extent  as  in  the  Puget  Sound  area,  it 
should  be  recognized  that  the  formula 
pertains  mainly  to  milk  in  Class  II  A 
(used  to  produce  cottage  cheese,  ice 
cream,  and  ice  cream  mix),  in  which 
category  there  is  practically  a  year- 
round  outlet  available  as  an  adjunct  to 
fluid  milk  operations,  rather  than  to  the 
storable  dairy  products  which  might  rep¬ 
resent  a  “distress”  disposition  in  this 
market. 

When  nonfat  dry  milk  solids  must  be 
purchased  by  Inland  Empire  handlers, 
spray  process  solids  for  human  con¬ 
sumption  are  desired  and  used  to  produce 
Class  II  A  products.  In  the  case  of  cot¬ 
tage  cheese  in  the  Spokane  market,  skim 
milk  from  Grade  A  milk,  or  nonfat  dry 
milk  solids  manufactured  from  Grade  A 
milk,  are  required  in  its  manufacture. 
Handlers  testified  that  when  locally  pro¬ 
duced  Grade  A  milk  is  not  available  for 
ice  cream,  or  for  cottage  cheese  to  be 
sold  outside  the  larketing  area,  high 
quality,  low  ten.^.arature  spray  process 
nonfat  dry  milk  solids  are  desired  and 
used  for  these  products.  Premiums  of 
about  3  cents  per  pound  are  paid  to  pro¬ 
cure  the  high  quality  solids  used  to  pro¬ 
duce  quality  cottage  cheese  and  ice 
cream.  The  principal,  and  nearest, 
source  of  such  nonfat  dry  milk  solids  is 
the  Puget  Sound  milkshed,  where  manu¬ 


facturing  milk  prices  (and  CJlass  II  prices 
under  the  Federal  order)  approximate 
the  level  contemplated  by  the  formula 
adopted  here.  Milk  used  for  such  pur¬ 
poses  in  the  Inland  Empire  should  be 
worth  as  much  as  the  cost  of  obtaining 
comparable  milk  ingredients  from  alter¬ 
native  sources  of  supply.  The  hearing 
record  also  indicates  that  handlers  gen¬ 
erally  have  recognized  the  extra  value 
of  producer  milk  used  for  cottage  cheese 
and  ice  cream  by  paying  more  for  milk 
used  to  produce  these  products  than  for 
other  Class  II  uses.  It  is  therefore  con¬ 
cluded  that  milk  used  to  produce  cottage 
cheese,  ice  cream,  and  ice  cream  mix 
(herein  referred  to  as  Class  II  A)  should 
be  priced  at  25  cents  per  hundredweight 
above  the  Class  II  price  as  determined 
by  the  Class  n  formula. 

Butterfat  differentials.  Because  of 
variations  in  the  butterfat  content  of 
milk  delivered  by  individual  producers 
and  in  milk  and  milk  products  sold  by 
different  handlers,  it  is  necessary  to  pro¬ 
vide  “butterfat  differentials”  to  insure 
equitable  payments  for  such  variations 
in  butterfat. 

Since  it  is  concluded  that  the  class 
prices  should  be  established  for  milk 
containing  4.0  percent  butterfat,  it  is 
necessary  to  adjust  Class  I  and  Class  II 
prices  in  accordance  with  the  average 
test  of  milk  in  each  class  by  a  butterfat 
differential  which  will  reflect  differences 
in  the  value  of  milk  products  within  the 
class  caused  by  variations  in  butterfat 
content.  The  values  resulting  from 
multiplying  the  average  price  of  92-score 
butter  at  San  Francisco  by  0.123  for 
Class  I  milk  and  by  0.115  for  Class  II 
milk  will  provide  an  appropriate  basis 
for  adjusting  such  prices  in  this  mar¬ 
keting  area.  These  adjustments  will  re¬ 
flect  reasonable  values  for  the  butterfat 
used  in  each  class  of  milk.  The  higher 
butterfat  differential  for  Class  I  milk  is 
necessary  to  provide  an  appropriate  re¬ 
lationship  between  the  values  of  skim 
milk  and  butterfat  in  this  class.  The 
use  of  butterfat  differentials  in  this 
manner  follows  standard  practice  in 
most  fluid  milk  markets  for  adjusting 
prices  of  milk  of  various  butterfat  con¬ 
tents.  The  proponents  have  proposed  a 
Class  II  butterfat  differential  of  0.110 
times  the  price  of  San  Francisco  92- 
score  butter.  It  is  concluded  a  factor 
of  0.115  would  more  appropriately  re¬ 
flect  the  value  of  all  butterfat  in  such 
milk  and  would  place  the  pricing  of  such 
butterfat  in  closer  alignment  with  al¬ 
ternative  sources. 

It  is  appropriate  to  adjust  for  butter¬ 
fat  variations  in  base  milk  at  the  Class  I 
butterfat  differential  to  the  extent  that 
Class  I  milk  is  reflected  in  base  milk 
deliveries  and  at  the  Class  II  butterfat 
differential  on  Class  II  milk  included  in 
base  milk,  and  to  use  the  Class  II  butter¬ 
fat  differential  in  adjusting  for  butter¬ 
fat  variations  in  excess  milk  delivered  by 
producers. 

Location  adjustments.  In  order  to 
recognize  the  cost  of  moving  Class  I  milk 
from  distant  plants  which  are,  or  may 
become,  regular  sources  of  supply  for  the 
Inland  Empire  market,  it  is  necessary  to 
provide  location  adjustments  to  allow  for 
variation  in  the  payments  handlers  are 
required  to  make  to  producers  whose 
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milk  is  received  at  such  plant  locations 
based  upon  their  relative  distances  from 
the  market. 

One  handler  in  Spokane  operates  a 
receiving  station  at  Sandpoint,  Idaho, 
at  which  milk  is  weighed,  cooled,  and 
sampled  for  butterfat  testing.  The  milk 
is  then  transported  by  tanker  to  the  Spo¬ 
kane  plant  for  pasteurization  and  bot¬ 
tling.  Another  handler  operates  a  bot¬ 
tling  plant  involving  local  fluid  milk 
distribution  in  Sandpoint.  Thus,  to 
provide  equity  among  handlers  in  pro¬ 
curement  a  location  adjustment  is  needed 
to  reflect  a  reasonable  price  for  milk  at 
this  location  in  the  milkshed  as  com¬ 
pared  with  the  price  effective  for  the 
main  consuming  communities  of  the 
marketing  area.  The  proximity  of  the 
marketing  area  to  other  milk  producing 
areas,  especially  areas  to  the  west,  from 
which  milk  now  is  being  sold  in  other 
markets,  also  requires  that  location  ad¬ 
justments  be  provided  to  properly  price 
such  milk  at  such  locations  in  case  it 
may  be  shipped  to  the  Inland  Empire 
market  at  some  future  time. 

The  schedule  of  location  adjustment 
rates  provided  in  the  attached  order, 
which  was  proposed  and  supported  by 
the  proponents,  appears  to  be  in  line 
with  the  costs  of  moving  milk  in  tank 
trucks  in  the  area.  The  particular  ad¬ 
justment  of  the  Sand  Point  location 
could  amount  to  as  much  as  24  cents  per 
hundredweight,  depending  upon  the  pre¬ 
cise  distance  by  hard-surfaced  highway. 
Thus,  at  Sand  Point,  which  is  approxi¬ 
mately  75  miles  from  Spokane,  the  Class 
I  price  and  the  producer  price  for  base 
milk  f.  o.  b.  plant  would  be  24  cents  per 
hundredweight  less  than  at  Spokane. 

Location  adjustments  should  apply 
only  to  milk  received  at  pool  plants  more 
than  50  miles  from  the  City  Hall  in 
Spokane.  Milk  produced  closer  than  50 
miles  can  be  readily  transported  directly 
from  producers’  farms  to  handlers’  bot¬ 
tling  plants  in  the  principal  consuming 
communities  in  the  marketing  area. 
The  rates  of  location  differential  are  3 
cents  per  hundredweight  for  each  10 
miles,  or  major  fraction  thereof,  meas¬ 
ured  from  the  City  Hall  in  Spokane,  in 
the  50-100  mile  zone,  an  additional  2.0 
cents  per  hundredweight  for  each  10 
miles,  or  major  fraction  thereof,  in  the 
100-200  mile  zone,  and  an  additional 
1.0  cent  per  hundredweight  for  each  10 
miles,  or  major  fraction  thereof,  beyond 
200  miles.  Such  rates  apply  to  the 
shortest  hard-surfaced  highway  dis¬ 
tances  such  pool  plants  are  from  the 
City  Hall  in  Spokane  and  to  milk  as¬ 
signed  to  or  otherwise  classified  as  Class 
I.  A  variation  in  the  rate  of  location 
differential  is  justified  because  a  large 
part  of  hauling  charges  consist  of  the 
loading  and  unloading  of  trucks,  and 
thus  somewhat  higher  rates  are  appro¬ 
priate  for  relatively  short  distances  as 
compared  with  long-distance  move¬ 
ments. 

(d)  Distribution  of  proceeds  among 
producers — {\)  Type  of  pool.  'The  order 
should  provide  that  the  proceeds  from 
the  sale  of  milk  in  both  classes  by  all 
handlers  be  combined  and  distributed 
to  producers  through  a  “marketwide” 
type  of  equalization  pool.  Under  this 
type  of  pool  each  producer  will  receive 


minimum  prices  that  are  uniform,  sub¬ 
ject,  of  course,  to  butterfat  and  location 
differentials.  The  “blend”  price,  and  the 
“base”  and  “excess”  prices,  will  represent 
a  weighting  of  the  proportions  of  all  pro¬ 
ducers’  milk  paid  for  at  the  Class  I  and 
Class  II  prices,  and  will,  in  effect,  return 
to  each  producer  his  share  of  the  Class 
I  sales  of  the  market. 

Under  the  marketing  conditions  pre¬ 
vailing  and  the  organizational  structure 
of  the  industry  in  the  Inland  Empire 
area,  as  set  forth  in  the  record,  it  is 
clear  that  the  marketwide  type  of  equal¬ 
ization  pool  is  a  necessary  part  of  any 
effective  program  to  establish  and  main¬ 
tain  orderly  marketing  and  pricing 
conditions. 

Only  a  small  number  of  handlers  in 
marketing  area  are  equipped  to  process 
substantial  quantities  of  reserve  and 
surplus  milk  in  their  own  plants.  For 
this  reason,  and  those  already  pointed 
out  in  the  discussion  of  the  necessity  for 
an  appropriate  Class  II  price,  it  is  im¬ 
perative  that  a  pool  be  established  that 
will  provide  for  an  equitable  sharing, 
particularly  during  the  flush  production 
season,  of  the  lower  returns  that  are  in¬ 
evitable  with  an  adequate  and  necessary 
reserve  of  milk.  Because  many  plants 
do  not  have  facilities  for  processing  all 
their  reserve  and  surplus  milk,  the  adop¬ 
tion  of  an  individual-handler  pool, 
wherein  plants  operating  on  a  Class  I 
basis  could  pay  a  higher  price  to  pro¬ 
ducers  than  those  who  would  assume  re¬ 
sponsibility  for  disposing  of  the  reserve 
milk  supplies  of  the  market^  would  auto¬ 
matically  deter  handlers  from  handling 
such  milk  or  from  equipping  their  plants 
for  that  purpose.  'The  inability  of  cer¬ 
tain  supplies  to  find  a  ready  outlet  has 
been  an  important  factor  contributing 
to  the  imstable  marketing  conditions. 
The  burden  of  carrying  the  necessary  re¬ 
serve  supplies  of  milk  would  continue  to 
be  shouldered  by  only  a  part  of  the  pro¬ 
ducers  who  share  in  the  year  around 
Class  I  sales  in  the  area. 

A  marketwide  pool  will  permit  any 
handler  to  bid  on  such  business  as  that 
offered  by  military  installations  and 
other  public  institutions  and  to  obtain 
the  supplies  for  such  sales  without  up¬ 
setting  the  market  whenever  the  busi¬ 
ness  might  shift  from  one  handler  to 
another.  A  marketwide  pool  also  will 
aid  the  market  in  retaining  qualified,  ex¬ 
perienced  and  willing  producers  during 
periods  of  seasonal  surpluses  (by  per¬ 
mitting  them  to  receive  the  marketwide 
uniform  price) ;  hence  their  milk  will  be 
available  to  fill  the  Class  I  requirements 
of  the  market  at  other  seasons  of  the 
year. 

These  factors,  taken  in  conjunction 
with  the  variations  in  amount  of  reserve 
supplies  among  plants,  all  support  the 
adoption  of  a  marketwide  pool. 

(2)  Base-excess  plan.  A  base  and  ex¬ 
cess  plan  of  distributing  returns  for  milk 
among  producers  should  be  employed  in 
connection  with  the  marketwide  pool 
established  herein.  Record  evidence  in¬ 
dicates  that  milk  receipts  vary  between 
the  spring  and  fall  months  to  a  greater 
extent  than  Class  I  sales.  In  addition, 
some  handlers  have  diflBculty  in  utilizing 
eflBciently  all  milk  delivered  to  them  dur¬ 
ing  periods  of  seasonally  high  produc¬ 


tion.  Consequently,  there  is  a  need  for 
an  incentive  to  maintain  production  in 
the  fall  months  relative  to  that  of  the 
spring  and  summer  months. 

Handlers  and  producers  serving  the 
Inland  Empire  market  are  now  relying 
on  various  forms  of  base-excess  plans  to 
provide  the  incentive  needed  to  induce 
local  dairymen  to  strive  for  a  more 
nearly  even  level  of  milk  production 
throughout  the  year.  Producers  and 
handlers  alike  feel  that  the  presently 
operated  base-excess  plans  perform  a 
much-needed  function,  even  though 
their  actual  operation  in  many  cases 
leaves  much  to  be  desired  from  the 
standpoint  of  equity  between  handlers 
and  fairness  to  producers.  These  latter 
conditions  can  arise  because  distributors 
themselves  establish  the  rules  of  the 
base-excess  plan  and  control  the  adjust¬ 
ment  and  transfer  of  bases. 

Base  and  excess  plans  are  effective 
means  of  improving  the  seasonal  pattern 
of  milk  deliveries  because  they  relate 
producer  returns  directly  to  delivery  of 
additional  milk  in  the  late  summer  and 
fall  as  compared  with  deliveries  in  the 
winter  and  spring.  Were  some  version  of 
this  plan  not  included  in  the  attached 
order,  the  most  likely  result  would  be  an 
increased  seasonality  of  production  with 
its  attendant  problems  of  surplus  dis¬ 
posal  in  the  flush  production  months. 
Any  movement  in  this  direction  will  work 
against  market  stability  in  this  area, 
since  some  handlers  in  the  market  have 
difficulty  in  disposing  of  all  milk  deliv¬ 
ered  to  them  in  the  months  of  seasonally 
high  production.  It  is  concluded,  there¬ 
fore,  that  a  base-excess  plan  applied  to 
all  producers  by  being  made  a  part  of 
the  attached  order  will  play  an  essential 
role  in  stabilizing  marketing  and  pricing 
conditions  in  the  area.  However,  from 
a  practical  standpoint,  because  time  is 
required  to  establish  the  plan,  the  order 
provides  that  all  milk  delivered  by  pro¬ 
ducers  will  be  regarded  as  base  milk  from 
the  effective  date  of  the  order  until 
March  1,  1956.  Thus,  producers  will  re¬ 
ceive  a  straight  “blend,”  or  uniform, 
price  for  all  deliveries  for  the  first  few 
months  of  regulation  which  will  occur 
mainly  in  the  season  of  low  production. 

The  base-excess  plan  adopted  herein, 
to  begin  March  1,  1956,  would  establish 
for  each  producer  who  delivers  at  least 
120  days  in  the  months  of  September 
through  January  immediately  preceding 
a  base  equal  to  his  average  daily  deliv¬ 
eries  during  such  five-month  period. 
The  base  so  computed  would  be  in  effect 
for  the  twelve  months’  period  March 
through  February  following,  and  would 
be  recomputed  in  a  similar  manner  each 
year. 

Since  the  base-excess  plan  is  designed 
to  distribute  to  each  individual  producer 
his  share,  according  to  the  seasonal  pat¬ 
tern  of  his  milk  deliveries,  of  the  total 
value  of  all  milk  pooled  in  each  month, 
certain  rules  must  be  established  also 
for  computing  bases  for  producers  who 
come  on  the  market  for  the  first  time. 
Provision  is  made  for  producers  who 
may  enter  the  market  after  the  start  of 
the  base-forming  period  to  establish  a 
full  base  by  delivering  a  minimum  of 
120  days  during  the  specified  period.  If 
a  producer  did  not  deliver  milk  to  the 
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market  during  a  major  portion  of  this 
fall  and  winter  period,  however,  he 
would  receive,  temporarily,  a  base  of  a 
specified  percentage  of  his  deliveries 
during  the  current  month  in  accordance 
with  percentages  specified  in  §  1008.60 
(c).  These  percentages  would  represent 
the  approximate  relationship  of  estab¬ 
lished  bases  to  current  milk  deliveries  by 
all  producers,  adjusted  downward  by 
about  10  percent.  It  is  concluded  that 
such  a  table  of  percentages  would  ac¬ 
complish  the  same  purpose  as  the  com¬ 
putation  procedure  included  in  the  rec¬ 
ommended  decision  but  would  be  more 
easily  administered.  Such  producer 
would  establish  a  base  in  the  regular 
manner  as  soon  as  he  had  delivered  at 
least  120  days  in  a  September-January 
period  and  thus  had  demonstrated  his 
ability  to  deliver  in  the  period  when  the 
market  most  needs  his  milk. 

These  rules  necessarily  must  guard 
against  giving  preferential  status  to  new 
producers  as  compared  to  those  who  have 
been  supplying  the  market.  On  the 
other  hand,  the  rules  are  not  intended  to 
deter  the  movement  of  milk  from  new 
sources  into  the  Inland  Empire  market. 
In  providing  a  year-round  base  and  ex¬ 
cess  operating  period  in  the  order,  it  is 
necessary  especially  to  insure  that  the 
base  and  excess  plan  will  not  impede  the 
movement  of  qualified  Grade  A  milk  into 
the  marketing  area  from  plants  not  cur¬ 
rently  associated  with  the  Inland  Em¬ 
pire  market  but  which  may  qualify  as 
pool  plants  in  the  future.  Thus,  pro¬ 
ducers  of  milk  received  at  such  plants 
should  be  given  opportunity  to  establish 
bases  on  equal  terms  with  producers 
whose  milk  was  received  at  a  pool  plant 
during  the  applicable  base-forming  pe¬ 
riod.  In  order  to  provide  such  oppor¬ 
tunity,  it  is  necessary,  of  course,  that 
any  such  plant  furnish  records  of  the 
production  of  such  producers  for  the 
base-forming  period.  If  such  informa¬ 
tion  is  not  made  available  to  the  market 
administrator  with  respect  to  any  such 
producer,  a  monthly  base  computed  as 
a  specified  percentage  of  his  deliveries 
during  the  month  would  apply  (§  1008.60 
(O). 

Beginning  with  March  1956  separate 
uniform  prices  would  be  computed  for 
base  milk  and  excess  milk  for  the  purpose 
of  allocating  Class  I  sales  first  to  base 
milk.  Base  milk  would  be  that  quantity 
of  milk  delivered  by  each  producer  up  to 
his  average  daily  base  multiplied  by  the 
number  of  days  in  the  month  during 
which  he  delivers  milk  to  any  handler. 
The  excess  milk  price  would  be  the  Class 
II  price  except  in  those  months  when  the 
total  Class  I  sales  exceed  the  total  quan¬ 
tity  of  base  milk.  During  such  months 
the  excess  milk  price  would  be  a  blend 
of  a  Class  I  and  Class  II  usage  of  excess 
milk. 

It  would  be  preferable  to  provide  ad¬ 
vance  notice  to  producers  regarding  the 
original  period  to  be  used  for  establishing 
bases.  However,  producer  organizations 
urged  that  bases  be  employed  under  the 
order  from  the  outset  in  order  not  to  in¬ 
terrupt  a  method  of  pasnnent  which  has 
been  customary  for  both  cooperative  and 
independent  producers  over  a  long  pe¬ 
riod.  Handlers  offered  no  objection  to 
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this  suggestion.  In  order  to  adopt  the 
plan  on  a  date  as  early  as  provided 
(March  1,  1956),  it  is  necessary  to  re¬ 
quire  handlers  to  report  delivery  infor¬ 
mation  concerning  each  producer’s  milk 
beginning  with  September  1955. 

Contingencies  such  as  changes  in  the 
operation  of  a  farm  because  of  the 
change  of  ownership,  or  death,  retire¬ 
ment,  or  entry  into  military  service  of  a 
producer,  and  changes  in  partnership 
or  tenant-landlord  arrangements,  also 
should  be  provided  for  to  give  clarity  and 
workability  to  the  plan.  Therefore,  cer¬ 
tain  rules  in  connection  with  the  estab¬ 
lishment  and  transfer  of  bases  have  been 
included. 

Proponents  of  the  order  suggested 
that  the  individual  producer’s  base  be 
established  by  ascertaining  the  average 
of  his  deliveries  in  the  five  months  of 
his  lowest  delivery  during  the  most 
recent  twelve -month  period  and  then 
adjusting  such  average  delivery  figure 
by  a  percentage  which  would  result  in  an 
aggregate  base  for  all  producers  equal  to 
the  market’s  Class  I  sales  plus  a  10  per¬ 
cent  reserve. 

As  pointed  out  by  proponents,  the 
problem  of  distributing  the  proceeds  for 
milk  on  a  base  and  excess  plan  of 
payment  hinges  about  the  relatively 
constant  demand  for  Class  I  milk 
throughout  the  year  as  contrasted  to  the 
normally  wide  seasonal  variations  in  the 
production  of  milk.  It  is  highly  im¬ 
portant  that  production  of  Class  I  milk 
be  adjusted  so  that  there  will  be  an 
adequate  supply  even  during  the  nor¬ 
mally  short  production  season  in  the 
fall  and  winter.  The  market  must  be 
supplied.  In  equity,  each  producer’s 
share  of  the  proceeds  of  the  market 
should  be  based  upon  his  demonstrated 
ability  to  supply  the  market. 

The  record  shows  the  season  of  nor¬ 
mally  low  production  to  be  the  fall  and 
winter  months.  It  is  at  this  time  of  the 
year  that  the  producer,  under  present 
conditions,  must  demonstrate  his  ability 
to  produce  if  the  market  is  to  be  ade¬ 
quately  supplied.  To  the  extent  that 
the  producer  performs  to  meet  the 
market’s  needs  in  these  months  and 
reduces  production  relatively  in  the 
spring  and  summer,  the  market  is  bene¬ 
fited  to  the  same  degree.  A  producer’s 
ability  to  deliver  when  the  market  has 
the  greatest  need  for  milk  cannot  be 
measured  by  his  failure  to  deliver  in 
months  when  milk  is  not  needed  as 
adequately  as  by  taking  account  of  his 
deliveries  when  the  need  is  present.  Pro¬ 
ponents’  plan  would  permit  low  delivery 
by  the  producer  in  a  spring  or  summer 
month  to  carry  equal  weight  with  pos¬ 
sible  higher  deliveries  in  the  fall  and 
winter  in  measuring  his  ability  to  meet 
the  needs  of  the  market.  The  record 
indicates  that  even  if  some  producers 
may  experience  a  low  point  in  produc¬ 
tion  during  May  and  June,  the  market 
as  a  whole  has  a  seasonal  excess  in  these 
months.  Moreover,  the  use  of  delivery 
information  several  months  old  would 
not  appear  to  be  as  good  an  indicator 
of  a  producer’s  ability  to  supply  milk  in 
the  future  as  his  performance  in  the 
most  recent  period  of  low  production. 
Since  a  base  and  excess  plan  looks  to  the 
future  rather  than  to  the  past,  it  would 


appear  that  the  plan  could  be  applied 
with  greatest  equity  if  the  recent  per¬ 
formance  of  the  producer  were  used  to 
measure  his  future  ability  to  deliver. 

The  producer’s  ability  to  deliver  in  a 
seasonal  pattern  best  suited  to  the  mar¬ 
ket  will  not  be  determined  more  ac¬ 
curately  by  adjusting  producer  deliveries 
in  aggregate  to  the  Class  I  sales  (plus 
necessary  reserves)  of  the  market.  Pro¬ 
ponents  state  that  a  total  of  bases 
greatly  in  excess  of  Class  I  sales  plus  10 
percent  is  insupportable  on  the  basis  that 
“shares  in  the  market  cannot  be  assigned 
in  excess  of  the  market.’’  If  the  class 
prices  are  set  at  a  level  which  will  main¬ 
tain  a  reasonable  balance  between  sup¬ 
ply  and  demand,  deliveries  by  producers 
in  the  months  of  lowest  production  will 
not  exceed  greatly  the  amount  of  milk 
actually  needed  for  Class  I  use,  plus  the 
minimum  reserve  supply.  Thus,  pro¬ 
ducers  will  share  equitably  in  the  Class 
I  market  and  necessary  reserve.  If, 
however,  the  total  delivery  should  be 
substantially  in  excess  of  Class  I  sales 
plus  the  minimum  reserve  supply,  it 
would  be  appropriate  to  review  the  level 
of  class  prices  in  the  market. 

In  view  of  the  above,  it  is  concluded 
that  the  suggested  proposals  for  deter¬ 
mining  amounts  of  bases  and  for  ad¬ 
justment  to  Class  I  sales  to  which  ref¬ 
erence  is  made  should  not  be  adopted. 

Proponents  offered  a  suggestion  for  a 
“merit-grading  plan’’  under  which  those 
producers  meeting  a  specified  “score”  for 
milk  quality  would  receive  a  blended,  or 
uniform,  price  and  deduction  from  such 
price  would  be  made  in  the  case  of  milk 
meeting  health  department  standards, 
but  considered  of  lesser  quality.  By  al¬ 
ternative  suggestion,  it  was  indicated 
that  “premiums”  might  be  established 
for  grade  or  quality  ratings  above  the 
lowest  acceptable  grade. 

The  statute  permits  the  adoption  of 
provisions  for  the  adjustment  of  pro¬ 
ducer  prices  based  on  grade  or  quality. 
However,  in  order  to  delineate  between 
grades  of  milk  within  the  framework  of 
minimum  prices  and  pooling  under  the 
order,  it  would  be  necessary  from  an 
administrative  viewpoint  to  have  a  spe¬ 
cific  set  of  standards  by  which  the  mar¬ 
ket  administrator  could  fairly  determine 
differences  in  quality.  Anything  less 
would  be  impractical  and  obviously  in¬ 
equitable  as  among  producers.  The 
problems  of  administering  such  a  plan 
equitably  on  a  marketwide  basis  differ 
appreciably  from  those  encountered  in 
the  application  of  the  plan  by  a  pro¬ 
ducer  association  with  respect  to  mi^  in 
its  own  plant. 

The  merit-grading  plan  which  has 
been  made  applicable  to  a  portion  of 
the  milk  in  the  market  by  proponents 
has  not  been  adopted  universally  by  han¬ 
dlers.  Only  the  proponent  producers’ 
associations  spoke  in  its  behalf.  Other 
handlers  were  noncommittal  as  to  its 
value.  The  plan  outlined  was  not  specific 
in  its  terms  and  it  does  not  appear  to  be 
supported  by  any  official  action  or  pro¬ 
gram  of  the  local  health  authorities. 
The  price  formulas  included  in  the  at¬ 
tached  order  are  designed  to  bring  forth 
the  necessary  supply  of  milk  imder  the 
minimum  standards  established  by  the 
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local  health  authorities.  Additional  pay¬ 
ments  for  extra  quality  may  be  made  if 
handlers  so  desire. 

It  is  concluded  from  the  above  that  the 
merit-grading  plan  as  suggested  should 
not  be  adopted  on  the  basis  of  the  evi¬ 
dence  available  at  this  time. 

(3)  Payments  to  individual  producers 
and  to  members  of  cooperative  associa¬ 
tions.  Handlers  should  make  payments 
to  each  producer  for  milk  delivered  by 
such  producer  at  the  appropriate  imi- 
form  price.  Payments  due  any  producer 
for  milk  should  be  paid  by  the  handler 
to  a  cooperative  association  that  makes 
a  written  request  for  such  payments  if 
the  producer  has  given  the  cooperative 
association  written  authorization,  in  the 
form  of  a  contract  or  in  any  other  form, 
to  collect  such  payments.  In  making 
such  payments  for  producer  milk  to  a 
cooperative  association,  the  handler 
should  at  the  same  time  furnish  the  co¬ 
operative  association  with  a  statement 
showing  the  name  of  each  producer  for 
whom  payment  is  being  made  to  the 
cooperative  association,  the  volume  and 
average  butterfat  content  of  milk  de¬ 
livered  by  each  such  producer,  and  the 
amount  of  and  reasons  for  any  deduc¬ 
tions  which  the  handler  made  from  the 
amount  payable  to  each  producer.  This 
statement  is  necessary  so  the  cooperative 
association  can  make  proper  distribution 
of  the  money  it  collects  to  the  producer- 
members  for  whom  it  makes  collections. 

Qualified  cooperative  associations  of 
dairymen,  if  they  so  request,  should  be 
permitted  to  receive  payment  from  han¬ 
dlers  for  their  producer-members  as  a 
group.  A  provision  authorizing  han¬ 
dlers  to  make  payment  directly  to  such 
qualified  cooperative  associations  for 
milk  received  from  producer-members 
is  necessary  to  enable  an  association  to 
carry  out  the  functions  authorized  by  the 
enabling  act,  i.  e.,  blending  the  net  pro¬ 
ceeds  of  all  of  its  sales  in  all  markets  in 
all  use  classifications,  and  making  dis¬ 
tribution  thereof  to  its  producers  in  ac¬ 
cordance  with  the  contract  between  the 
association  and  its  producers.  A  coop¬ 
erative  association,  if  it  is  to  carry  out 
such  fimctions,  must  have  full  authority 
in  the  collective  bargaining  and  market¬ 
ing  of  members’  milk. 

(4)  Producer -settlement  fund.  Since 
the  amount  which  the  order  requires  a 
particular  handler  to  pay  for  his  milk 
may  be  more  or  less  than  the  amount  he 
is  required  to  pay  to  producers  or  co¬ 
operative  associations,  it  is  necessary  to 
provide  for  some  method  of  balancing 
these  amoimts.  A  producer-settlement 
fund  should  be  established  for  this  pur¬ 
pose.  All  handlers  who  are  required  to 
pay  more  for  their  milk  on  the  basis  of 
their  utilization  than  they  are  required 
to  pay  to  producers  or  cooperative  asso¬ 
ciations  should  pay  the  difference  into 
the  producer-settlement  fund;  all  han¬ 
dlers  who  are  required  to  pay  more  to 
producers  or  cooperative  associations 
than  they  are  required  to  pay  for  their 
milk  on  the  basis  of  utilization  should 
receive  the  difference  from  the  producer- 
settlement  fund.  Amounts  paid  into 
and  out  of  the  producer-settlement  fund 
for  this  purpose  will  be  equal  except  for 
minor  differences  that  may  result  from 
rounding  of  uniform  prices.  In  order  to 


permit  this  rounding  of  prices,  to  allow 
for  unavoidable  delasrs  in  receiving  pay¬ 
ments  from  handlers,  and  to  permit  pay¬ 
ments  to  be  made  to  any  handler  which 
audit  by  the  market  administrator  re¬ 
veals  is  due  such  handler  from  the 
producer-settlement  fund,  a  reserve 
should  be  held  in  the  producer-settle¬ 
ment  fund  at  all  times.  The  amount  of 
the  reserve  contemplated  in  the  proposed 
order  should  be  sufficient  for  these  pur¬ 
poses.  This  reserve  would  be  adjusted 
each  month. 

If  at  any  time  the  balance  in  the  pro¬ 
ducer-settlement  fimd  is  fiisufficient  to 
cover  payments  due  to  all  handlers  from 
the  producer-settlement  fund,  payments 
to  such  handlers  should  be  reduced  uni¬ 
formly  per  hundredweight  of  milk.  The 
handlers  may  then  reduce  payments  to 
producers  by  an  equivalent  amount  per 
hundredweight.  Amounts  remaining 
due  such  handlers  from  the  producer- 
settlement  fund  should  be  paid  as  soon 
as  the  balance  in  the  fund  is  sufficient, 
and  handlers  should  then  complete  pay¬ 
ments  to  producers.  In  order  to  reduce 
the  possibility  of  this  occurring,  milk 
received  by  any  handler  who  has  not 
made  pasrments  required  of  him  into  the 
producer-settlement  fimd  should  not  be 
considered  in  the  computation  of  the 
uniform  price  in  subi^quent  months 
until  such  handler  has  completed  all 
delinquent  payments. 

(e)  Other  administrative  provisions. 
Certain  other  provisions  are  needed  in 
the  order  to  carry  out  the  administra¬ 
tive  steps  necessary  to  accomplish  the 
purposes  of  the  proposed  regulation. 

(1)  Terms  and  definitions.  In  addi¬ 
tion  to  the  definitions  discussed  earlier 
in  this  decision  which  define  the  scope 
of  the  regulation,  certain  other  terms 
and  definitions  are  desirable  in  the  in¬ 
terest  of  brevity  and  to  assure  that  each 
usage  of  the  term  implies  the  same  mean¬ 
ing.  Definitions  for  base  and  excess 
milk  are  included.  Other  terms  defined 
in  the  proposed  order  are  common  to 
many  other  Federal  milk  orders. 

(2)  Market  administrator.  Provisions 
should  be  made  for  the  appointment  by 
the  Secretary  of  a  market  administrator 
to  administer  the  order  and  to  set  forth 
the  powers  and  duties  for  such  agency 
essential  to  the  proper  functioning  of 
his  office. 

(3)  Records  and  reports.  Provisions 
should  be  included  in  the  order  to  advise 
handlers  that  they  are  required  to  main¬ 
tain  adequate  records  of  their  operations 
and  to  make  the  reports  necessary  to 
establish  the  proper  classification  and 
pricing  of  producer  milk  and  payments 
due  producers  for  such  milk.  Time 
limits  must  be  prescribed  for  filing  such 
reports  and  for  making  payments  to  pro¬ 
ducers.  Dates  must  also  be  established 
for  the  announcement  of  prices  by  the 
market  administrator. 

The  question  was  raised  in  exception 
as  to  whether  the  addition  of  cream  in 
an  Inland  Empire  pool  plant  to  curd  re¬ 
ceived  from  sources  not  regulated  by  this 
order  in  the  making  of  cottage  cheese 
constitutes  “further  processing”  and 
whether  the  imported  product  need  be 
reported  under  §  1008.30  (c) .  As  a  mat¬ 
ter  of  clarification  it  may  be  said  that 
the  combining  of  ingredients  derived 


from  any  source  or  sources  to  form  a 
product  which  differs  from  the  individ¬ 
ual  components  or  ingredients  used  in 
its  manufacture  constitutes  further 
processing.  Therefore,  the  addition  of 
cream  to  curd  in  the  making  of  cottage 
cheese  would  constitute  further  process¬ 
ing  under  the  terms  of  this  order.  Al¬ 
though  imder  revised  language  adopted 
for  §  1008.30  (c)  Class  n  A  and  Class  II 
milk  products  received  in  manufactured 
form  and  used  to  produce  other  products 
covered  by  Class  II  milk  or  Class  n  A 
milk  need  not  be  included  in  any  report 
filed  under  8  1008.30  (c),  the  handler 
is  not  thereby  relieved  from  accounting 
for  any  such  product  received  in  estab¬ 
lishing  the  use  of  producer  milk  under 
the  provisions  of  the  order  which  deal 
with  milk  classification  and  allocation. 

It  should  be  provided  that  the  market 
administrator  report  to  the  cooperative 
association,  which  so  requests,  the 
amount  and  class  utilization  of  milk  re¬ 
ceived  by  each  handler  from  producers 
who  are  members  of  such  cooperative 
association.  For  the  purpose  of  this  re¬ 
port,  the  utilization  of  members’  milk  in 
each  handler’s  plant  will  be  prorated  to 
each  class  in  the  proportion  that  total 
receipts  of  producer  milk  were  iised  in 
such  class  by  such  handler. 

One  handler  objected  to  the  adoption 
of  such  a  provision.  It  was  contended 
that  such  reports  would  contain  valuable 
competitive  information  which  would 
not  be  available  to  proprietary  handlers. 

The  record  shows  that,  at  the  present 
time,  there  is  only  one  cooperative  in 
the  Inland  Empire  market  which  would 
be  entitled  to  receive  this  information. 
This  association  does  not  operate  a  plant, 
and  is  not  engaged  in  marketing  milk  in 
competition  with  handlers.  Its  sole 
function  is  bargaining  on  behalf  of  its 
producer-members  and  in  check-weigh¬ 
ing  and  check-testing  their  milk.  It  is 
concluded  that  the  reporting  of  such  in¬ 
formation  to  the  cooperative  will  facil¬ 
itate  the  efficient  utilization  of  the 
available  market  supply  and  thus  mini¬ 
mize  the  total  quantity  of  milk  which 
must  be  produced  to  meet  the  Class  1 
needs  of  all  handlers  in  the  marketing 
area. 

Handlers  should  maintain  and  make 
available  to  the  market  administrator 
all  records  and  accoimts  of  their  oper¬ 
ations.  including  financial  records,  and 
such  facilities,  as  are  necessary  to  deter¬ 
mine  the  accuracy  of  the  information 
reported  to  the  market  administrator  as 
he  may  deem  necessary,  or  any  other 
information  upon  which  the  classifica¬ 
tion  of  producer  milk  depends.  The 
market  administrator  must  likewise  be 
permitted  to  check  the  accuracy  of 
weights  and  tests  of  milk  and  milk  prod¬ 
ucts  received  and  handled  and  to  verify 
all  payments  required  under  the  order. 

One  handler  contended  that  it  was  not 
necessary  for  the  market  administrator 
to  have  access  to  financial  records  in 
auditing  reports  of  handlers  for  order 
purposes.  The  record  Indicates  there 
may  be  instances  in  which  a  handler, 
wittingly  or  imwittingly,  may  fail  to  re¬ 
port  all  receipts  and/or  sales  of  milk. 
In  such  cases,  it  would  be  necessary  for 
the  market  administrator  to  have  access 
to  the  financial  as  well  as  other  pertinent 
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records  as  a  means  of  discovering  omis¬ 
sions  or  inaccuracies  in  accounting  for 
milk  under  the  order.  Assuring  proper 
accounting  for  milk  is  an  important  fea¬ 
ture  of  an  order ;  thus,  it  is  essential  that 
the  market  administrator  have  access 
to  any  and  all  records  necessary  for  him 
to  properly  perform  his  duty  and  broad 
authority  is  granted,  in  this  respect,  un¬ 
der  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended. 

One  handler  alleged  that  when  han¬ 
dlers  report  to  producers  concerning 
payments  for  milk  received,  it  should  not 
be  necessary  that  they  indicate  the 
amount  of  premiums  paid  as  long  as  ap¬ 
propriate  minimum  prices  are  exceeded. 
Inasmuch  as  in  the  bulk  of  cases  a  num¬ 
ber  of  deductions  will  be  made  by  the 
handler  in  arriving  at  the  net  amount 
due  a  producer  for  his  milk  which  will 
result  in  a  net  payment  to  the  producer 
less  than  the  uniform  price  (s)  required 
to  be  paid  by  the  order  f .  o.  b.  plant,  it  is 
only  reasonable  that  the  producer  be 
made  aware  of  the  starting  point  from 
which  deductions  are  made  as  well  as 
the  amounts  of  the  specific  deductions 
which  he  has  specifically  authorized. 
Thus,  the  producer  and  the  market  ad¬ 
ministrator  will  be  in  a  position  to  as¬ 
certain  readily  whether  or  not  the  full 
minimum  price  (s)  provided  by  the  order 
has  been  paid  to  the  producer. 

It  is  necessary  that  handlers  retain 
records  to  prove  the  utilization  of  the 
milk  received  from  producers  and  that 
proper  payments  were  made  therefor. 
Since  the  books  of  all  handlers  associ¬ 
ated  with  the  market  cannot  be  audited 
immediately  after  the  milk  has  been  de¬ 
livered  to  a  plant,  it  is  necessary  that 
such  records  be  kept  for  a  reasonable 
period  of  time. 

The  order  should  provide  for  specific 
limitations  of  the  time  that  handlers 
should  be  required  to  retain  their  books 
and  records  and  of  the  period  of  time 
in  which  obligations  under  the  order 
should  terminate.  Provision  made  in 
this  regard  is  identical  in  principle  with 
the  general  amendment  made  to  all  milk 
orders  in  operation  July  30, 1947,  follow¬ 
ing  the  Secretary’s  decision  of  January 
26,  1949  (14  F.  R.  444).  That  decision 
covering  the  retention  of  records  and 
limitations  of  claims  is  equally  applicable 
in  this  situation  and  is  adopted  as  a  part 
of  this  decision.  Without  a  provision 
for  termination  of  obligations  after  a 
reasonable  period  of  time  has  elapsed, 
handlers  may  file  claims  which,  because 
the  period  involved  might  extend  back 
over  many  years,  could  be  in  substantial 
amounts.  This  creates  uncertainties 
which  would  endanger  the  stability  of 
the  market  and  lead  to  serious  inequities. 
The  order  should  provide  that  any  obli¬ 
gation  to  pay  a  handler  shall  terminate 
two  years  after  the  month  in  which  the 
milk  was  received  if  an  under-payment 
is  claimed,  or  within  two  years  after  pay¬ 
ment  was  made  if  a  refund  is  claimed, 
unless  within  such  period  of  time  the 
handler  files  a  petition,  pursuant  to  sec¬ 
tion  8c  (15)  (A)  of  the  act,  claiming 
such  money.  Handlers  also  need  the 
protection  of  provisions  terminating 
their  obligations  to  make  payments. 
Since  handlers  cannot  be  forewarned 
always  as  to  contingent  liabilities,  it  is 


extremely  difficult  and  burdensome  for 
them  to  make  adequate  provisions  there¬ 
for  by  setting  up  reserves  or  by  taking 
other  precautionary  measures.  The  obli¬ 
gation  of  any  handler  to  pay  money 
should,  except  under  certain  extraordi¬ 
nary  conditions,  such  as  litigation,  termi¬ 
nate  two  years  after  the  last  day  of  the 
month  during  which  the  market  admin¬ 
istrator  received  the  handler’s  report  of 
utilization  of  the  milk  involved  in  such 
obligation,  unless  within  such  two-year 
period  the  market  administrator  noti¬ 
fies  the  handler  in  writing  that  such 
money  is  due  and  payable.  It  is  con¬ 
cluded  that  in  general,  a  period  of 
two  years  is  a  reasonable  time  within 
which  a  market  administrator  should 
complete  his  auditing  and  inspection 
work  and  render  any  billings  for  money 
due  under  the  order.  Provisions  are  nec¬ 
essary,  also,  as  contained  in  the  order 
included  herewith,  to  meet  such  contin¬ 
gencies  as  failure  of  the  handler  to  sub¬ 
mit  required  books  and  records  and  to 
deal  with  situations  where  fraud  or  will¬ 
ful  concealment  of  information  may  be 
involved. 

It  was  proposed  that  if  a  handler  fails 
to  make  the  required  reports  or  pay¬ 
ments,  his  name  may  be  publicly  an¬ 
nounced  at  the  discretion  of  the  market 
administrator.  Such  announcement  is 
provided  for  by  the  act,  and  it  is  con¬ 
cluded  that  its  adoption  will  facilitate 
the  enforcement  of  the  terms  of  the 
order. 

(4)  Expense  of  administration.  Each 
handler  should  be  required  to  pay  the 
market  administrator  as  his  pro  rata 
share  of  the  cost  of  administering  the 
order  not  more  than  4  cents  per  hun¬ 
dredweight  or  such  lesser  amounts  as 
the  Secretary  may,  from  time  to  time, 
prescribe  on  (a)  producer  milk  (includ¬ 
ing  such  handler’s  own  production) ,  and 
(b)  other  source  milk  in  pool  plants 
which  is  allocated  to  Class  I  milk. 

The  market  administrator  must  have 
sufficient  funds  to  enable  him  to  admin¬ 
ister  properly  the  terms  of  the  order. 
The  act  provides  that  such  cost  of  ad¬ 
ministration  shall  be  financed  through 
an  assessment  on  handlers. 

One  of  the  duties  of  the  market  admin¬ 
istrator  is  to  verify  the  receipts  and  dis¬ 
position  of  milk  from  all  sources.  The 
record  indicates  that  other  source  milk 
is  received  by  handlers  to  supplement 
local  producer  supplies  of  milk.  Equity 
in  sharing  the  cost  of  adminisitration  of 
the  order  among  handlers  will  be 
achieved,  therefore,  by  applying  the  ad¬ 
ministrative  assessment  to  all  producer 
milk  (including  handlers’  own  produc¬ 
tion)  and  to  other  source  milk  allocated 
to  Class  I  milk. 

In  view  of  the  anticipated  volume  of 
milk  and  the  costs  of  administering 
orders  in  markets  of  comparable  cir¬ 
cumstances,  i':  is  concluded  that  an 
initial  rate  of  4  cents  per  hundredweight 
is  necessary  to  meet  the  expenses  of 
administration.  Provision  should  be 
made  to  enable  the  Secretary  to  reduce 
the  rate  of  assessment  below  the  4  cents 
per  hundredweight  maximum  without 
necessitating  an  amendment  to  the 
order.  This  may  be  done  at  any  time 
experience  in  the  market  reveals  that 


a  lesser  rate  will  produce  sufficient  rev¬ 
enue  to  administer  the  order  properly. 

(5)  Marketing  services.  A  provision 
should  be  included  in  the  order  for  fur¬ 
nishing  market  services  to  producers, 
such  as  verifying  the  tests  and  weights  of 
producer  milk  and  furnishing  market 
information.  These  should  be  provided 
by  the  market  administrator  and  the  cost 
should  be  borne  by  the  producer  receiv¬ 
ing  the  service.  If  a  qualified  coopera¬ 
tive  association  is  found  to  be  perform¬ 
ing  such  services  for  any  member-pro¬ 
ducers,  this  will  be  accepted  by  the  mar¬ 
ket  administrator  in  lieu  of  his  own 
service. 

There  is  need  for  a  marketing  service 
program  in  connection  with  the  admin¬ 
istration  of  an  order  in  this  area. 
Orderly  marketing  will  be  promoted  by 
assuring  individual  producers  that  pay¬ 
ments  received  for  their  milk  are  in  ac¬ 
cordance  with  the  classification,  pricing, 
and  pooling  provisions  of  the  order,  and 
refiect  accurate  weights  and  tests  of  such 
milk.  To  accomplish  this  fully,  it  is 
necessary  that  the  butterfat  tests  and 
weights  of  individual  producer  deliveries 
of  milk  as  reported  by  the  handler  be 
verified  for  accuracy. 

In  the  case  of  producers  who  are  mem¬ 
bers  of  a  cooperative  having  a  plant  (s), 
the  matter  of  milk-testing  and  milk¬ 
weighing  is  under  the  complete  control 
of  such  producers  and  is  assessed  against 
such  producers  either  through  an  asso¬ 
ciation  check-off  or  as  a  plant  operating 
cost.  The  bargaining  association  in  the 
area  is  attempting  to  perform  check¬ 
weighing  and  check-testing  services  for 
its  members  under  an  association  check¬ 
off.  In  order  to  place  such  services  on 
a  marketwide  basis,  the  market  adminis¬ 
trator  should  also  provide  them  for  pro¬ 
ducers  not  receiving  services  through  a 
cooperative  association. 

The  additional  service  of  providing 
market  information  to  producers  is  car¬ 
ried  on  to  some  extent  at  present  by  the 
cooperatives  although  detailed  informa¬ 
tion  regarding  market  prices,  supplies, 
and  the  utilization  of  milk  is  not  avail¬ 
able  to  either  the  cooperative  associa¬ 
tions  and  their  members  or  the  inde¬ 
pendent  producers.  An  important  phase 
of  the  marketing  service  program  of  the 
order  is  to  furnish  producers  with  cor¬ 
rect  market  information.  Efficiency  in 
the  production,  utilization,  and  market¬ 
ing  of  milk  will  be  promoted  by  the  dis¬ 
semination  of  current  information  on 
a  marketwide  basis  to  all  producers. 

To  enable  the  market  administrator  to 
furnish  these  marketing  services,  provi¬ 
sion  should  be  made  for  a  maximum 
deduction  of  5  cents  per  hundredweight 
with  respect  to  receipts  of  milk  from 
producers  for  whom  he  renders  market¬ 
ing  services.  If  later  experience  indi¬ 
cates  that  marketing  services  can  be 
performed  at  a  lesser  rate,  provision  is 
made  for  the  Secretary  to  adjust  the 
rate  downward  without  the  necessity  of 
a  hearing.  In  the  event  any  qualified 
cooperative  association  of  producers  is 
determined  by  the  market  administrator 
to  be  performing  such  services  for  its 
members,  each  handler  would  be  required 
to  pay  to  the  cooperative  association 
such  association  dues  as  are  authorized 


154 


PROPOSED  RULE  MAKING 


by  its  members  who  deliver  to  such 
handler. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  the  order  and 
all  of  the  terms  and  conditions  thereof 
will  tend  to  effectuate  the  declared  policy 
of  the  act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order  are  such 
prices  as  will  reflect  the  aforesaid  fac¬ 
tors,  insure  a  sufficient  quantity  of  pure 
and  wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  proposed  order  will  regulate 
the  handling  of  milk  in  the  same  manner 
as,  and  will  be  applicable  only  to  persons 
in  the  respective  classes  of  industrial  and 
commercial  activity  specified  in,  a  mar¬ 
keting  agreement  upon  which  a  hearing 
has  been  held. 

Order  of  the  Secretary  Directing  That  a 
Referendum  Be  Conducted  Among  the 
Producers  Supplying  Milk  to  the  In¬ 
land  Empire  Marketing  Area;  Deter¬ 
mination  of  Representative  Period  and 
Designation  of  an  Agent  To  Conduct 
Such  Referendum 

Pursuant  to  section  8c  (19)  of  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (7  U.  S.  C.  608c 
(19) ),  it  is  hereby  directed  that  a  refer¬ 
endum  be  conducted  among  the  produc¬ 
ers  (as  defined  in  the  proposed  order 
regulating  the  handling  of  milk  in  the 
Inland  Empire  marketing  area)  who, 
during  the  month  of  October  1955,  were 
engaged  in  the  production  of  milk  for 
sale  in  the  marketing  area  specified  in 
the  aforesaid  proposed  order  to  deter¬ 
mine  whether  such  producers  favor  the 
isuance  of  the  order  which  is  a  part  of 
the  decision  of  the  Secretary  of  Agricul¬ 
ture  filed  simultaneously  herewith. 

The  month  of  October  1955,  is  hereby 
determined  to  be  the  representative  pe¬ 
riod  for  the  purpose  of  ascertaining 
whether  the  issuance  of  the  order  reg¬ 
ulating  the  handling  of  milk  in  the  In¬ 
land  Empire  marketing  area  in  the  man¬ 
ner  set  forth  in  the  attached  order  is 
approved  or  favored  by  producers  who 
during  such  period  were  engaged  in  the 
production  of  milk  for  sale  in  the  mar¬ 
keting  area  specified  in  such  marketing 
order. 

Andrew  T.  Radigan  is  hereby  desig¬ 
nated  agent  of  the  Secretary  to  conduct 
such  referendum  in  accordance  with  the 
procedure  for  the  conduct  of  referenda 
to  determine  producer  approval  of  milk 
marketing  orders  as  published  in  the 
Federal  Register  on  August  10,  1950  (15 
F.  R.  5177),  such  referendum  to  be  com¬ 
pleted  on  or  before  the  30th  day  from 
the  date  this  referendum  order  is  issued. 

Marketing  Agreement  and  Order.  An¬ 
nexed  hereto  and  made  a  part  hereof  are 
two  documents  entitled  respectively 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Inland  Empire 
Marketing  Area”  and  “Order  Regulating 
the  Handling  of  Milk  in  the  Inland  Em¬ 


pire  Marketing  Area,”  which  have  been 
decided  upon  as  the  detailed  and  appro¬ 
priate  means  of  effectuating  the  fore¬ 
going  conclusions.  These  documents 
shall  not  become  effective  unless  and  un¬ 
til  the  requirements  of  §  900.14  of  the 
rules  of  practice  and  procedure,  as 
amended,  governing  proceedings  to  for¬ 
mulate  marketing  agreements  and  orders 
have  been  met. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached 
order,  which  will  be  published  with  this 
decision. 

This  decision  filed  at  Washington, 
D.  C.,  this  4th  day  of  January  1956. 

[SEAL]  Earl  L.  Butz, 

Assistant  Secretary. 
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§  1008.0  Findings  and  determina¬ 
tions — (a)  Findings  upon  the  basis  of 
the  hearing  record.  Pursuant  to  the 
provisions  of  the  Agricultural  Mai*keting 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.)  and  the  applicable 
rules  of  practice  and  procedure,  as 
amended,  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  a  public  hear¬ 
ing  was  held  upon  a  proposed  marketing 
agreement  and  a  proposed  order  regu¬ 
lating  the  handling  of  milk  in  the  Inland 
Empire  marketing  area.  Upon  the  basis 
of  the  evidence  introduced  at  such  hear¬ 
ing  and  the  record  thereof,  it  is  found 
that: 

(1)  The  said  order  and  all  of  the  terms 
and  conditions  thereof,  will  tend  to  ef¬ 
fectuate  the  declared  policy  of  the  act; 

(2)  The  parity  prices  of  milk  produced 
for  sale  in  the  said  marketing  area  as 
determined  pursuant  to  section  2  of  the 
act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feed, 
and  other  economic  conditions  which  af¬ 
fect  market  supply  and  demand  for  milk 
in  the  said  marketing  area,  and  the  min¬ 
imum  prices  specified  in  the  order  are 
such  prices  as  will  reflect  the  aforesaid 
factors,  insure  a  sufficient  quantity  of 
pure  and  wholesome  milk,  and  be  in  the 
public  interest; 

(3)  The  said  order  regulates  the  han¬ 
dling  of  milk  in  the  same  manner  as.  and 
is  applicable  only  to  persons  in  the  re¬ 
spective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held; 

(4)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  this  or¬ 
der,  are  in  the  current  of  interstate 
commerce  or  directly  burden,  obstruct, 
or  affect  interstate  commerce  in  milk  or 
its  products;  and 

(5)  It  is  hereby  found  that  the  neces¬ 
sary  expenses  of  the  market  administra¬ 
tor  for  the  maintenance  and  functioning 
of  such  agency  will  require  the  payment 
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by  each  handler  as  his  pro  rata  share 
of  such  expense,  4  cents  per  hundred¬ 
weight,  or  such  amount  not  exceeding 
4  cents  per  hundredweight,  as  the  Secre¬ 
tary  may  prescribe  with  respect  to  all 
butterfat  and  skim  milk  contained  in  (a) 
producer  milk  (including  such  handler’s 
own  production),  and  (b)  other  source 
milk  classified  as  Class  I  milk. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered,  that  on  and  after  the  ef¬ 
fective  date  hereof  the  handling  of  milk 
in  the  Inland  Empire  marketing  area 
shall  be  in  conformity  to  and  in  compli¬ 
ance  with  the  terms  and  conditions  of 
this  order  as  set  forth  below: 

DEFINITIONS 

§  1008.1  Act.  “Act”  means  Public 
Act  No.  10,  73d  Congress,  as  amended, 
and  as  reenacted  and  amended  by  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (48  Stat.  31,  as 
amended;  7  U.  S.  C.  601  et  seq.) . 

§  1008.2  Secretary.  “Secretary” 
means  the  Secretary  of  Agriculture,  or 
other  officer  or  employee  of  the  United 
States  authorized  to  exercise  the  powers 
or  to  perform  the  duties  of  the  said  Sec¬ 
retary  of  Agriculture. 

§  1008.3  Department.  “Department” 
means  the  United  States  Department  of 
Agriculture  or  such  other  Federal  agency 
authorized  to  perform  the  price  report¬ 
ing  functions  specified  in  this  subpart. 

§  1008.4  Person.  “Person”  means 
any  individual,  partnership,  corporation, 
association,  or  any  other  business  unit. 

§  1008.5  Cooperative  association.  “Co¬ 
operative  association”  means  any  coop¬ 
erative  marketing  association  of  pro¬ 
ducers,  duly  organized  as  such  under  the 
laws  of  any  State,  which  includes  mem¬ 
bers  who  are  producers  as  defined  in 
§  1008.11  and  which  the  Secretary  de¬ 
termines,  after  application  by  the 
association: 

(a)  To  be  qualified  under  the  stand¬ 
ards  set  forth  in  the  act  of  Congress  of 
February  18,  1922,  as  amended,  known 
as  the  “Capper -Volstead  Act”; 

(b)  To  have  its  entire  organization 
and  all  its  activities  under  the  control  of 
its  members;  and 

(c)  To  be  currently  engaged  in  mak¬ 
ing  collective  sales  of  or  marketing  milk 
or  its  products  for  its  members. 

§  1008.6  Inland  Empire  marketing 
area.  “Inland  Empire  marketing  area” 
(hereinafter  called  the  “marketing 
area”)  means  that  portion  of  Bonner 
Ctounty,  Idaho,  lying  south  of  Township 
60  and  west  of  Range  2  East  Boise 
Meridian,  all  of  Kootenai  County,  Idaho, 
except  that  portion  lying  east  of  Range 
3  West  Boise  Meridian  and  south  of 
Township  53,  Spokane  County,  Washing¬ 
ton,  that  portion  of  Pend  Oreille  County, 
Washington,  lying  south  of  Township  35, 
and  that  portion  of  Stevens  County, 
Washington,  lying  south  of  Township  37. 
As  used  in  this  section  “territory”  shall 
include  all  municipal  corporations,  Fed¬ 
eral  military  reservations,  facilities,  and 
installations  and  State  institutions  lying 
wholly  or  partly  within  the  above  de¬ 
scribed  area. 


§  1008.7  Plant.  “Plant”  means  the 
land,  buildings,  surroundings,  facilities 
and  equipment,  whether  owned  or 
operated  by  one  or  more  persons,  con¬ 
stituting  a  single  operating  unit  or  es¬ 
tablishment  which  is  maintained  and 
operated  primarily  for  the  receiving, 
handling  or  processing  of  milk  or  milk 
products;  Provided,  That  this  definition 
shall  not  include  any  platform  or  depot 
used  primarily  for  the  transfer  of  milk 
from  one  conveyance  to  another  in  the 
original  milk  containers. 

§  1008.8  Pool  plant.  “Pool  plant” 
means  any  plant,  other  than  the  plant  of 
a  producer-handler  or  a  plant  at  which 
the  milk  of  dairy  farmers  is  priced  by 
another  milk  marketing  agreement  or 
order  issued  pursuant  to  the  act,  which 
is  approved  by  any  health  authority 
having  jurisdiction  in  the  marketing 
area  as  a  plant  for  the  receiving  of  milk 
qualified  for  consumption  as  fluid  milk 
in  the  marketing  area  and  from  which: 

(a)  Class  I  milk  pursuant  to  §  1008.41 
(a)  (1) ,  (2) ,  and  (3)  in  an  amount  equal 
to  not  less  than  5.0  percent  of  its  re¬ 
ceipts  of  milk  qualified  as  described  in 
§  1008.11  is  distributed  on  wholesale  or 
retail  routes  wholly  or  partially  within 
the  marketing  area  (for  the  purpose  of 
this  section,  route  shall  mean  a  delivery 
to  retail  or  wholesale  outlets,  including 
delivery  by  a  vendor  or  a  sale  from  a 
plant  or  plant  store,  of  milk  or  any  milk 
product  classified  as  Class  I  milk  pursu¬ 
ant  to  §  1008.41  (a)  (1),  (2).  or  (3)  other 
than  a  delivery  to  another  pool  plant) ; 
or 

(b)  Milk,  skim  milk,  or  cream  is  for¬ 
warded  to  a  plant  described  in  paragraph 
(a)  of  this  section:  Provided,  That  no 
plant  forwarding  milk  in  such  manner 
shall  be  a  pool  plant  if  the  percentage 
which  the  quantity  of  either  butterfat  or 
skim  milk  in  milk,  skim  milk,  and  cream 
so  forwarded  is  the  amount  thereof  con¬ 
tained  in  milk  (qualified  as  described  in 
§  1008.11)  received  from  dairy  farmers 
at  such  plant  is  less  than  50  percent  in 
the  current  month  during  the  period  Oc¬ 
tober  through  December,  and  20  percent 
in  the  current  month  during  the  period 
January  through  September,  except  if 
the  percentage  forwarded  was  more  than 
50  percent  of  such  receipts  for  the  entire 
period  October  through  December,  no 
percentage  shall  be  required  for  such 
months  of  January  through  September 
immediately  following:  And  provided 
further.  That  any  such  plant  which 
otherwise  meets  the  requirements  of  this 
paragraph  but  is  not  a  plant  from  which 
Class  I  milk  is  distributed  on  wholesale 
or  retail  routes  wholly  or  partially  within 
the  marketing  area  may  withdraw  from 
pool  plant  status  for  any  month  in  the 
January-September  period  if  the  opera¬ 
tor  of  such  plant  files  with  the  market 
administrator  i  or  to  the  first  day  of 
such  month  a  written  request  for  such 
withdrawal. 

§  1008.9  Nonpool  plant.  “Nonpool 
plant”  means  any  plant  other  than  a 
pool  plant. 

§  1008.10  Dairy  farmer.  “Dairy 
farmer”  means  any  person  who  operates 
a  farm  engaged  in  the  production  of 
milk. 


§  1008.11  Producer.  “Producer”  means 
any  dairy  farmer,  other  than  a  producer- 
handler,  who  produces  milk  of  dairy  cows 
under  a  dairy  farm  permit  or  rating  is¬ 
sued  by  an  appropriate  health  authority 
having  jurisdiction  in  the  marketing 
area  for  the  production  of  milk  qualified 
for  disposition  to  consumers  in  fiuid  form 
within  the  marketing  area. 

§  1008.12  Producer  milk.  “Producer 
milk”  or  “milk  received  from  producers” 
means  milk  of  any  producer  qualified  as 
described  in  §  1008.11  and  either  (a)  re¬ 
ceived  directly  from  a  farm  at  a  pool 
plant,  or  (b)  caused  to  be  diverted  by  a 
handler  for  his  account  from  such  plant 
to  a  nonpool  plant  during  any  of  the 
months  of  February  through  August: 
Provided,  That  milk  from  the  same  pro¬ 
ducer  (or  from  a  producer  who  previ¬ 
ously  held  such  producer’s  base)  was 
received  at  a  pool  plant  during  some 
portion  of  the  period  September  through 
January  immediately  preceding. 

§  1008.13  Other  source  milk.  “Other 
source  milk”  means  all  skim  milk  and 
butterfat  (including  that  received  from 
a  producer-handler  and  other  order  milk 
defined  in  §  1008.14)  other  than  (a)  pro¬ 
ducer  milk,  (b)  milk  and  milk  products 
in  any  of  the  forms  specified  in  §  1008.41 
(a)  (1),  (2)  and  (3)  received  from  a 
pool  plant(s). 

§  1008.14  Other  order  milk.  “Other 
order  milk”  means  all  skim  milk  and 
butterfat  in  any  of  the  forms  specified 
in  §  1008.41  (a)  (1),  (2),  or  (3),  received 
by  a  handler  but  the  handling  of  which 
the  Secretary  determines  to  be  subject 
to  the  pricing  and  payment  provisions  of 
any  other  Federal  milk  marketing  agree¬ 
ment  or  order  issued  pursuant  to  the  act 
for  any  other  milk  marketing  area. 

§  1008.15  Handler.  “Handler”  means: 

(a)  Any  person  engaged  in  the  han¬ 
dling  of  milk  in  his  capacity  as  the  oper¬ 
ator  of  a  pool  plant  or  any  other  plant 
from  which  milk  in  any  of  the  forms 
specified  in  §  1008.41  (a)  is  disposed  of, 
either  directly  or  indirectly,  to  any  place 
or  establishment  within  the  marketing 
area  other  than  a  plant. 

(b)  Any  cooperative  association, 
which  is  not  a  handler  pursuant  to  (a)  of 
this  section,  with  respect  to  producer 
milk  caused  to  be  diverted  from  a  pool 
plant  to  a  nonpool  plant  for  the  account 
of  such  association. 

§  1008.16  Producer -handler.  “Pro¬ 
ducer-handler”  means  any  person  who 
is  both  a  dairy  farmer  and  a  handler,  but 
who  receives  no  milk  from  other  dairy 
farmers:  Provided,  That  such  person 
provides  proof  satisfactory  to  the  mar¬ 
ket  administrator  that  (a)  the  mainte¬ 
nance,  care,  and  management  of  all  the 
dairy  animals  and  other  resources  neces¬ 
sary  to  produce  the  entire  amount  of 
milk  handled  is  the  personal  enterprise 
of  and  at  the  personal  risk  of  such  per¬ 
son  in  his  capacity  as  a  dairy  farmer, 
and  (b)  the  operation  of  a  plant  is  the 
personal  enterprise  of  and  at  the  per¬ 
sonal  risk  of  such  person  in  his  capacity 
as  a  handler. 

§  1008.17  Base.  “Base”  means  a 
quantity  of  milk,  expressed  in  pounds 
per  day  or  per  month,  computed  pursu- 
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ant  to  §  1008.60  (a) ,  (b) ,  and  (c) ,  respec¬ 
tively. 

S  1008.18  Base  milk.  “Base  milk” 
means  milk  delivered  a  producer  during 
the  month  in  an  amount  which  is  not  in 
excess  of: 

(a)  His  base  computed  pursuant  to 
§  1008.60  (a) ; 

(b)  His  daily  base  computed  pursuant 
to  §  1008.60  (b)  multiplied  by  the  num¬ 
ber  of  days  of  delivery  in  such  month: 
Provided,  That  with  respect  to  any  pro¬ 
ducer  on  “every-other-day”  delivery  to 
a  pool  plant  the  intervening  days  of  non¬ 
delivery  shall  be  considered  as  days  of 
delivery  for  the  purposes  of  this  section 
and  §  1008.60;  or 

(c)  His  base  computed  pursuant  to 
§  1008.60  (c). 

MARKET  ADMINISTRATOR 

§  1008.20  Designation.  The  agency 
for  the  administration  of  this  part  shall 
be  a  market  administrator,  selected  by 
the  Secretary,  who  shall  be  entitled  to 
such  compensation  as  may  be  designated 
by,  and  shall  be  subject  to  removal  at 
the  discretion  of,  the  Secretary. 

§  1008.21  Powers.  The  market  ad¬ 
ministrator  shall  have  the  following 
powers  with  respect  to  this  part: 

(a)  To  administer  its  terms  and  pro¬ 
visions; 

(b)  To  receive,  investigate,  and  re¬ 
port  to  the  Secretary  complaints  of 
violations; 

(c)  To  make  rules  and  regulations 
to  effectuate  its  terms  and  provisions; 
and 

(d)  To  recommend  amendments  to  the 
Secretary. 

§  1008.22  Duties.  The  market  ad¬ 
ministrator  shall  perform  all  duties 
necessary  to  administer  the  terms  and 
provisions  of  this  part,  including  but 
not  limited  to  the  following: 

(a)  Within  30  days  following  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond  effective  as  of  the 
date  on  which  he  enters  upon  such  duties 
and  conditioned  upon  the  faithful  per¬ 
formance  of  such  duties,  in  an  amount 
and  with  surety  thereon  satisfactory  to 
the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions; 

(c)  Obtain  a  bond  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  out  of  funds  provided  by 
§  1008.88  the  cost  of  his  bond  and  of  the 
bonds  of  his  employees,  his  own  compen¬ 
sation,  and  all  other  expenses  (except 
those  incurred  under  §  1008.87)  neces¬ 
sarily  incurred  by  him  in  the  mainte¬ 
nance  and  fimctioning  of  his  office  and 
in  the  performance  of  his  duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  part,  and  upon  request 
by  the  Secretary  surrender  the  same  to 
such  other  person  as  the  Secretary  may 
designate. 


(f)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  requested  by  the  Secretary; 

(g)  Audit  all  reports  and  payments  by 
each  handler  by  inspection  of  such  han¬ 
dler’s  records  and  of  the  records  of  any 
other  handler  or  person  upon  whose 
utilization  the  classification  of  skim  milk 
or  butterfat  for  such  handler  depends; 

(h)  Publicly  announce,  at  his  discre¬ 
tion,  unless  otherwise  directed  by  the 
Secretary,  by  posting  in  a  conspicuous 
place  in  his  office  and  by  such  other 
means  as  he  deems  appropriate,  the 
name  of  any  person  who,  within  10  days 
after  the  day  upon  which  he  is  required 
to  perform  such  acts,  has  not: 

(1)  Made  reports  pursuant  to 
§§  1008.30  to  1008.32,  inclusive;  or 

(2)  Made  one  or  more  of  the  payments 
pursuant  to  §§  1008.80  to  1008.88,  in¬ 
clusive. 

(i)  On  or  before  the  16th  day  after  the 
end  of  each  month,  report  to  each  co¬ 
operative  association  (or  its  duly  desig¬ 
nated  agent)  which  so  requests  the  class 
utilization  of  milk  caused  to  be  delivered 
by  such  cooperative  association  directly 
from  farms  of  producers  who  are  mem¬ 
bers  of  such  cooperative  association  to 
each  handler  to  whom  the  cooperative 
association  sells  milk.  For  the  purpose 
of  this  report,  the  milk  caused  to  be  so 
delivered  by  such  cooperative  associa¬ 
tion  shall  be  prorated  to  each  class  in  the 
proportion  that  the  total  receipts  of 
producer  milk  by  such  handler  were  used 
in  each  class ; 

( j )  On  or  before  the  12th  day  after  the 
end  of  each  month,  notify: 

(1)  Each  handler  whose  total  value 
of  milk  is  computed  pursuant  to  §  1008.70 

(a)  of: 

(1)  The  amounts  and  values  of  his  pro¬ 
ducer  milk  in  each  class  and  the  totals 
of  such  amounts  and  values; 

(ii)  the  amoimt  of  any  charge  made 
pursuant  to  §  1008.70  (a)  (4) ; 

(iii)  The  uniform  prices  for  base  milk 
and  excess  milk; 

(iv)  The  totals  of  the  amounts  com¬ 
puted  in  the  manner  provided  by 
§  1008.80  (a) ; 

(V)  The  amount  due  such  handler 
from  the  producer-settlement  fund  or 
the  amount  to  be  paid  by  such  handler  to 
the  producer-settlement  fund,  as  the 
case  may  be;  and 

(vi)  The  totals  of  the  amounts  required 
to  be  paid  by  such  handler  pursuant  to 
§§  1008.87  and  1008.88. 

(2)  Each  handler  whose  total  value  of 
milk  is  computed  pursuant  to  §  1008.70 

(b)  of  the  pounds  of  other  source  milk 
on  which  payment  is  required  to  be  made 
and  the  amount  due  the  producer-settle¬ 
ment  fund  from  such  handler. 

(k)  Publicly  announce  by  posting  in  a 
conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  appropri¬ 
ate  the  prices  determined  for  each  month 
as  follows: 

(l)  On  or  before  the  6th  day  of  each 
month  the  minimum  price  for  Class  I 
milk  pursuant  to  §  1008.51  (a)  and  the 
Class  I  butterfat  differential  pursuant  to 
§  1008.52  (a),  both  for  the  current 
month;  and  the  respective  minimum 
prices  for  Class  HA  milk  and  Class  II 
milk  pursuant  to  §  1008.51  (b)  and  (c) 


and  the  Class  H  butterfat  differential 
pursuant  to  §  1008.52  (b) ,  both  for  the 
preceding  month;  and 

(2)  On  or  before  the  12th  day  of  each 
month,  the  uniform  price (s)  computed 
pursuant  to  §  1008.71  and  the  butterfat 
differential(s)  computed  pursuant  to 
§  1008.82,  both  applicable  to  producer 
milk  received  during  the  preceding 
month. 

(1)  Prepare  and  disseminate  to  the 
public  such  statistics  and  information  as 
he  deems  advisable  and  as  do  not  reveal 
confidential  information. 

REPORTS,  RECORDS,  AND  FACILITIES 

§  1008.30  Monthly  reports  of  receipts 
and  utilization.  On  or  before  the  7th  day 
of  each  month,  in  the  detail  and  on 
forms  prescribed  by  the  market  admin¬ 
istrator,  each  handler  shall  submit  to 
the  market  administrator  a  report  for 
such  handler’s  pool  plant (s)  and  with 
respect  to  milk  or  milk  products  subject 
to  payments  required  under  §  1008.70 
(b),  containing  the  following  informa¬ 
tion  for  the  preceding  month: 

(a)  The  quantities  of  skim  milk  and 
butterfat  contained  in  milk  received 
from  producers; 

(b)  The  quantities  of  skim  milk  and 
butterfat  contained  in  milk  and  milk 
products  received  from  other  handlers; 

(c)  The  quantities  of  skim  milk  and 
butterfat  contained  in  other  source  milk 
(including  other  order  milk)  received 
(except  manufactured  milk  products  of 
the  types  covered  by  Class  IIA  milk  and 
Class  U  milk  in  §  1008.41  either  (1)  dis¬ 
posed  of  in  the  form  in  which  received 
without  further  processing  by  the  han¬ 
dler,  or  (2)  used  to  produce  other  prod¬ 
ucts  covered  by  Class  HA  milk  and  Class 
n  milk) . 

(d)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  this  section,  including  (1) 
the  pounds  of  skim  milk  and  butterfat 
on  hand  at  the  beginning  and  end  of 
each  month  as  milk  and  milk  products; 
and  (2)  a  separate  statement  as  to  the 
amount  of  Class  I  milk  disposed  of  on 
wholesale  or  retail  routes  (other  than  to 
plants)  entirely  outside  the  marketing 
area. 

(e)  The  aggregate  quantities  of  base 
milk  and  excess  milk  received ;  and 

(f)  Such  other  infonnation  with  re¬ 
spect  to  such  receipts  and  utilization  as 
the  market  administrator  may  prescribe. 

§  1008.31  Payroll  reports.  On  or  be¬ 
fore  the  20th  day  of  each  month,  each 
handler  shall  submit  to  the  market  ad¬ 
ministrator  his  producer  payroll  for  de¬ 
liveries  of  the  preceding  month  which 
shall  show: 

(a)  The  total  pounds  of  base  milk  and 
the  total  pounds  of  excess  milk  received 
from  each  producer,  the  pounds  of  but¬ 
terfat  contained  in  such  milk,  and  the 
number  of  days  on  which  milk  was  de¬ 
livered  by  such  producer  in  such  month; 

(b)  The  amount  of  payment  to  each 
producer  and  cooperative  association; 
and 

(c)  The  nature  and  amount  of  any 
deductions  or  charges  involved  in  such 
payments. 

§  1008.32  Other  reports,  (a)  At  such 
times  and  in  such  manner  as  the  market 
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administrator  may  prescribe  each  han¬ 
dler  shall  report  to  the  market  admin¬ 
istrator  such  information  in  addition  to 
that  required  imder  §  1008.30  as  may  be 
requested  by  the  market  administrator 
with  respect  to  milk  and  milk  products 
handled  by  him. 

(b)  As  requested  by  the  market  ad¬ 
ministrator,  each  producer-handler  shall 
report  to  the  market  administrator  rela¬ 
tive  to  his  receipts,  utilization,  and  dis¬ 
position  of  milk  and  milk  products. 

(c)  As  requested  by  the  market  ad¬ 
ministrator,  each  handler  shall  report 
the  total  quantity  of  milk  received  from 
each  producer  and  the  number  of  days 
of  such  delivery  for  each  month  begin¬ 
ning  with  September  1955. 

§  1008.33  Records  and  facilities.  Each 
handler  shall  maintain  and  make  avail¬ 
able  to  the  market  administrator  or  to 
his  representative  during  the  usual  hours 
of  business  such  accounts  and  records 
of  his  operations  (and  summaries  thereof 
customarily  maintained)  and  such  fa¬ 
cilities  as  are  necessary  for  the  market 
administrator  to  verify  or  to  establish 
the  correct  data  with  respect  to  the  in¬ 
formation  required  to  be  reported  pur¬ 
suant  to  §§  1008.30,  1008.31,  and  1008.32 
and  to  payments  required  to  be  made 
pursuant  to  §§  1008.80  through  1008.88. 

§  1008.34  Retention  of  records.  All 
books  and  records  required  imder  this 
order  to  be  made  available  to  the  market 
administrator  shall  be  retained  by  the 
handler  for  a  period  of  three  years  to 
begin  at  the  end  of  the  month  to  which 
such  books  and  records  pertain:  Pro¬ 
vided,  That  if,  within  such  three-year 
period,  the  market  administrator  noti¬ 
fies  the  handler  in  writing  that  the  re¬ 
tention  of  such  books  and  records,  or  of 
specified  books  and  records,  is  necessary 
in  connection  with  a  proceeding  under 
§  8  (c)  (15)  (A)  of  the  act  or  a  court 
action  specified  in  such  notice,  the  han¬ 
dler  shall  retain  such  books  and  records, 
or  specified  books  and  records,  until  fur¬ 
ther  written  notification  from  the  mar¬ 
ket  administrator.  In  either  case  the 
market  administrator  shall  give  further 
written  notification  to  the  handler 
promptly  upon  the  termination  of  the 
litigation  or  when  the  records  are  no 
longer  necessary  in  connection  therewith. 

§  1008.35  Handler  report  to  pro¬ 
ducers.  (a)  In  making  payments  to 
producers  pursuant  to  §  1008.80,  each 
handler,  on  or  before  the  17th  day  of 
each  month,  shall  furnish  each  producer 
with  a  supporting  statement  in  such 
form  that  it  may  be  retained  by  the  pro¬ 
ducer,  which  shall  show  for  the  pre¬ 
ceding  month  (1)  the  identification  of 
the  handler  and  the  producer;  (2)  the 
total  pounds  of  milk  delivered  by  the 
producer  and  the  average  butterfat  test 
thereof,  the  pounds  of  base  and  excess 
milk,  and  the  pounds  per  shipment  if 
such  information  is  not  furnished  to  the 
producer  each  day  of  delivery;  (3)  the 
minimum  rate(s)  at  which  payment  to 
the  producer  is  required  under  the  pro¬ 
visions  of  §  1008.80;  (4)  the  rate(s)  used 
in  making  the  payment,  if  such  rate(s) 
is  other  than  the  required  minimum 
rate(s) ;  (5)  the  amount  or  rate  per 
hundredweight '  of  each  deduction 


claimed  by  the  handler,  together  with  a 
description  of  the  respective  deductions; 
and  (6)  the  net  amount  of  payment  to 
the  producer. 

(b)  In  making  payment  to  a  coopera¬ 
tive  association  in  aggregate  pursuant  to 
§  1008.80  (b)  each  handler  upon  request 
shall  furnish  to  the  cooperative  associa¬ 
tion,  on  or  before  the  16th  day  of  each 
month,  with  respect  to  each  producer 
for  whom  such  payment  is  made,  all  the 
information  specified  in  paragraph  (a) 
of  this  section. 

classification 

§  1008.40  Skim  milk  and  butterfat  to 
be  classified.  All  skim  milk  and  butter¬ 
fat  received  within  the  month  by  a 
handler  which  is  required  to  be  reported 
pursuant  to  §  1008.30  shall  be  classified 
by  the  market  administrator  pursuant  to 
the  provisions  of  §§  1008.41  through 
1008.45,  inclusive. 

§  1008.41  Classes  of  utilization.  Sub¬ 
ject  to  the  conditions  set  forth  in 
§§  1008.42,  1008.43,  and  1008.44,  the 
classes  of  utilization  shall  be  as  follows: 

(a)  Class  I  milk  shall  be  all  skim  milk 
(including  reconstituted  skim  milk)  and 
butterfat  (1)  disposed  of  in  fluid  or 
frozen  form  as  milk,  skim  milk  (includ¬ 
ing  fortified  skim  milk) ,  skim  milk 
drinks,  buttermilk,  flavored  milk,  fla¬ 
vored  milk  drinks,  and  cream  (sweet  or 
sour  (but  not  including  any  of  the  above 
items  if  sterilized  and  packaged  in  metal 
containers  hermetically  sealed) ,  (2)  used 
in  the  production  of  concentrated  milk, 
skim  milk,  flavored  milk  and  flavored 
milk  drinks  not  sterilized  (but  not  in¬ 
cluding  (i)  those  products  commonly 
known  as  evaporated  milk,  condensed 
milk,  and  condensed  skim  milk,  (ii)  fla¬ 
vored  milk  or  flavored  milk  drink  steri¬ 
lized  and  packaged  in  metal  containers 
hermetically  sealed;  and  (iii)  any  item 
named  in  this  subparagraph  disposed  of 
pursuant  to  paragraph  (b)  (3)  of  this 
section,  (3)  disposed  of  as  any  fluid  mix¬ 
ture  containing  cream  and  milk  or  skim 
milk  (but  not  including  ice  cream  and 
other  frozen  dessert  mixes  disposed  of  to 
a  commercial  processor,  any  mixture  dis¬ 
posed  of  in  containers  or  dispensers 
under  pressure  for  the  purpose  of  dis¬ 
pensing  a  whipped  or  aerated  product, 
evaporated  or  condensed  products,  egg¬ 
nog  and  yogurt),  (4)  contained  in 
monthly  inventory  variations,  (5) 
shrinkage  of  producer  milk  in  excess  of 
that  pursuant  to  paragraph  (b)  (4)  of 
this  section  and  shrinkage  allocated  to 
receipts  from  other  handlers  pursuant  to 
§  1008.42  (b),  and  (6)  not  specifically  ac¬ 
counted  for  under  paragraph  (b)  of  this 
section. 

(b)  Class  II  milk  shall  be  all  skim  milk 
and  butterfat  (1)  used  to  produce  any 
product  other  than  those  included  under 
paragraphs  (a)  '!),  (2),  (3),  and  (c) 
of  this  section,  (2)  disposed  of  (skim 
milk  only)  for  livestock  feed  or  dumped 
during  April,  May,  June,  or  July:  Pro¬ 
vided,  That  in  the  case  of  skim  milk 
dumped  the  market  administrator  is 
given  not  less  than  6  hours’  notice  of  the 
handler’s  intention  to  make  such  dis¬ 
position,  (3)  disposed  of  in  bulk  in  any 
of  the  forms  specified  in  paragraph  (a) 
(1),  (2),  and  (3)  of  this  section  (i)  to 


bakeries,  soup  companies  and  candy 
manufacturing  establishments  in  their 
capacity  as  such,  (ii)  to  nonpool  plants 
subject  to  the  conditions  of  S  1008.44 
(c)  (2),  (4)  disposed  of  in  any  of  the 
forms  specified  in  paragraph  (a)  (1), 
(2),  and  (3)  of  this  section  if  sterilized 
and  packaged  in  metal  containers  her¬ 
metically  sealed,  (5)  in  actual  shrink¬ 
age  of  producer  milk  computed  pursuant 
to  §  1008.42  but  not  in  excess  of  2  percent 
of  the  quantities  of  skim  milk  and  butter¬ 
fat,  respectively,  in  producer  milk,  and 
(6)  in  actual  shrinkage  of  other  source 
milk  computed  pursuant  to  §  1008.42. 

(c)  Class  n  A  milk  shall  be  all  skim 
milk  and  butterfat  used  to  produce  ice 
cream,  ice  cream  mix,  frozen  desserts, 
and  cottage,  pot  and  bakers’  cheeses  (and 
shall  be  included  in  Class  II  milk  for  all 
purposes  of  this  order  except  as  otherwise 
expressly  stated). 

§  1008.42  Shrinkage.  The  market  ad¬ 
ministrator  shall  determine  the  shrink¬ 
age  of  skim  milk  and  butterfat,  respec¬ 
tively,  in  producer  milk  and  in  other 
source  milk  in  the  following  manner: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively, 
for  each  handler;  and 

(b)  Prorate  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively, 
computed  pursuant  to  paragraph  (a)  of 
this  section,  among  the  pounds  of  pro¬ 
ducer  milk,  other  source  milk,  and  re¬ 
ceipts  from  other  handlers. 

§  1008.43  Responsibility  of  handlers 
and  reclassification  of  milk,  (a)  All  skim 
milk  and  butterfat  shall  be  Class  I  milk 
unless  the  handler  who  first  received 
such  skim  milk  or  butterfat  proves  that 
such  skim  milk  and  butterfat  should  be 
classified  as  Class  II  milk. 

(b)  The  burden  shall  rest  upon  each 
handler  to  establish  the  sources  of  milk 
and  milk  products  required  to  be  re¬ 
ported  by  him  pursuant  to  §  1008.30. 

(c)  Except  as  provided  in  §  1008.44 
(b)  (1),  any  skim  milk  or  butterfat 
classified  on  the  basis  of  its  use  in  one 
product  shall  be  reclassified  if  used  or 
reused  by  any  handler  in  another 
product. 

§  1008.44  Inter-plant  movements. 
Skim  milk  and  butterfat  transferred  as 
any  item  specified  in  §  1008.41  (a)  (1), 
(2),  and  (3)  from  a  pool  plant  to  an¬ 
other  plant  shall  be  assigned  (sepa¬ 
rately)  to  each  class  in  the  following 
manner: 

(a)  Fi'om  a  pool  plant  to  another  pool 
plant:  As  Class  I  milk  unless  another 
class  use  is  indicated  in  writing  to  the 
market  administrator  by  the  operators 
of  both  plants  on  or  before  the  7th  day 
after  the  end  of  the  month  within  which 
such  transfer  was  made:  Provided,  That 
if  either  or  both  plants  received  any 
other  source  milk,  the  quantity  trans¬ 
ferred  shall  be  classified  at  both  plants 
so  as  to  allocate  the  highest  possible 
utilization  to  producer  milk:  And  pro¬ 
vided  further.  That  (1)  milk  received 
from  a  plant  subject  to  location  adjust¬ 
ments  shall  be  assigned  to  Class  I  milk 
in  the  transferee-plant  after  producer 
milk  receipts  and  any  receipts  from 
plants  subject  to  no  location  adjustment 
are  assigned  to  Class  I  milk;  and  (2)  if 
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milk  is  received  from  more  than  one 
transferor-plant  assignment  to  the  avail¬ 
able  Class  I  milk  in  the  transferee-plant 
shall  be  made  in  sequence  according  to 
the  location  adjustment  applicable  at 
each  transferor-plant  beginning  with 
the  plant  having  the  least  location 
adjustment. 

(b)  From  a  pool  plant  to  a  nonpool 
plant:  Such  transfer (s)  (also  diverted 
milk)  shall  be  classified  as  provided  be¬ 
low,  except  that  if  the  market  adminis¬ 
trator  is  not  permitted  to  audit  the 
records  of  the  nonpool  plant(s)  for  the 
purpose  of  use  verification,  the  entire 
transfer  shall  be  classified  as  Class  I 
milk: 

(1)  As  Class  I  milk,  if  the  transfer  (or 
diversion)  is  to  a  nonpool  plant  which  is 
engaged  in  the  distribution  of  milk  for 
consumption  in  fluid  form  (except  as 
provided  in  subparagraph  (2)  of  this 
paragraph)  to  the  extent  that  milk  is 
disposed  of  as  any  of  the  items  specified 
in  §  1008.41  (a)  (1),  (2),  and  (3)  from 
the  receiving  plant. 

(2)  As  Class  II  milk,  if  the  transfer 
(or  diversion)  is  to  a  nonpool  plant  which 
is  not  engaged  in  the  distribution  of 
milk  for  consumption  in  fluid  form  or  is 
engaged  in  the  processing  and  distribu¬ 
tion  of  milk  for  fluid  consumption  steri¬ 
lized  and  packaged  in  metal  containers 
hermetically-sealed:  Provided.  That  if 
such  nonpool  plant  disposes  of  skim  milk 
or  butterfat  in  any  of  the  forms  specified 
in  §  1008.41  (a)  (1),  (2),  and  (3)  to  any 
other  nonpool  plant  distributing  milk  in 
fluid  form,  such  disposition,  up  to  the 
quantity  of  milk  transferred  or  diverted 
to  the  first  nonpool  plant,  shall  be  classi¬ 
fied  as  Class  I  milk:  And  provided  fur¬ 
ther,  That  if  the  preceding  proviso  does 
not  apply,  the  transferred  or  diverted 
quantity  shall  be  deemed  to  have  been 
utilized  first  for  the  manufacture  of 
Class  n  A  milk  products  to  the  extent 
that  such  products  were  produced  at 
such  nonpool  plant. 

§  1008.45  Computation  of  the  quan¬ 
tity  of  producer  milk  in  each  class.  For 
each  handler  the  market  administrator 
shall : 

(a)  Correct  for  mathematical  and  for 
other  obvious  errors  the  monthly  report 
submitted  by  such  handler  and  compute 
the  total  pounds  of  skim  milk  and  but¬ 
terfat  in  each  class  :  Provided.  That  when 
nonfat  milk  solids  derived  from  nonfat 
dry  milk  solids,  condensed  skim  milk,  or 
any  other  product  condensed  from  milk 
or  skim  milk,  are  utilized  by  such  han¬ 
dler  (1)  to  fortify  (or  as  an  additive  to) 
fluid  milk,  flavored  milk,  skim  milk,  or 
any  other  milk  product,  or  (2)  for  dis¬ 
position  in  reconstituted  form  as  skim 
milk  or  a  milk  drink,  the  total  pounds 
of  skim  milk  computed  for  the  appropri¬ 
ate  class  of  use  shall  reflect  a  volume 
equivalent  to  the  skim  milk  used  to  pro¬ 
duce  such  nonfat  milk  solids;  and 

(b)  Allocate  skim  milk  in  the  follow¬ 
ing  manner: 

(1)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  milk  the  pounds  of  skim 
milk  shrinkage  allowed  pursuant  to 
§  1008.41  (b)  (5) ; 

(2)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  milk  the  pounds  of  skim 
milk  in  other  source  milk  received  (other 


order  milk  to  be  subtracted  last)  and  in 
overage  allocated  to  other  source  milk 
§  1008.70  (a)  (5) :  Provided,  That  if  the 
receipts  of  skim  milk  in  other  source 
milk  plus  the  overage  allocated  to  other 
source  milk  are  greater  than  the  pounds 
of  skim  milk  in  Class  II  milk,  the  bal¬ 
ance  shall  be  subtracted  in  sequence 
from  the  pounds  of  skim  milk  in  Class 
II  A  milk  and  in  Class  I  milk; 

(3)  Subtract  from  the  I'emaining 
pounds  of  skim  milk  in  each  class,  re¬ 
spectively,  the  skim  milk  received  from 
other  pool  plants  and  assigned  to  such 
class  pursuant  to  §  1008.44; 

(4)  Add  to  the  remaining  pounds  of 
Class  II  milk,  the  amount  subtracted 
pursuant  to  subparagraph  (1)  of  this 
paragraph;  and 

(5)  If  the  remaining  pounds  of  skim 
milk  in  both  classes  exceed  the  pounds 
of  skim  milk  in  milk  received  from  pro¬ 
ducers,  subtract  such  excess  (hereinafter 
referred  to  as  “overage”)  from  the  re¬ 
maining  pounds  of  skim  milk  in  each 
class  beginning  with  Class  II  milk, 

(c)  Allocate  butterfat  in  accordance 
with  the  procedure  prescribed  for  skim 
milk  in  paragraph  (b)  of  this  section. 

(d)  Add  together  for  each  class  the 
quantities  of  skim  milk  and  butterfat  in 
such  class  computed  pursuant  to  para¬ 
graphs  (b)  and  (c)  of  this  section  and 
compute  the  weighted  average  butterfat 
content  of  such  class. 

MINIMUM  PRICES 

§  1008.50  Basic  formula  price  to  be 
used  in  determining  Class  I  prices.  The 
basic  formula  price  to  be  used  in  com¬ 
puting  the  price  per  hundredweight  of 
Class  I  milk  for  the  current  month  shall 
be  the  higher  of  the  prices  computed 
pursuant  to  paragraphs  (a)  and  (b)  of 
this  section  for  the  preceding  month: 

(a)  Divide  by  3.5  and  then  multiply 
by  4.0  the  average  of  the  basic,  or  field, 
prices  per  hundredweight  reported  to 
have  been  paid,  or  to  be  paid,  for  milk 
of  3.5  percent  butterfat  content  received 
from  dairy  farmers  during  the  month  at 
the  following  plants  or  places  for  which 
prices  have  been  reported  to  the  market 
administrator  or  to  the  Department. 

Present  Operator  and  Location 

Borden  Co.,  Mount  Pleasant,  Mich. 

Carnation  Co.,  Sparta,  Mich. 

Pet  Milk  Co.,  Hudson,  Mich. 

Pet  Milk  Co.,  Wayland,  Mich, 

Pet  Milk  Co.,  Coopersville,  Mich. 

Borden  Co.,  Orfordville,  Wis. 

Borden  Co.,  New  London,  Wis. 

Carnation  Co.,  Richland  Center,  Wis. 

Carnation  Co..  Oconomowoc,  Wis. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Belleville.  Wis. 

White  House  Milk  Co.,  Manitowoc,  Wis. 

White  House  Milk  Co.,  West  Bend,  Wis. 

(b)  The  price  per  hundredweight  com¬ 
puted  by  the  market  administrator  from 
the  following  formula; 

(1)  Multiply  by  4.8  the  simple  aver¬ 
age  of  the  daily  wholesale  selling  prices 
(using  the  midpoint  of  any  price  range 
as  one  price)  of  Grade  AA  (93-score) 
bulk  creamery  butter  per  pound  at 
Chicago,  as  reported  by  the  Department 
during  the  month :  Provided.  That  if  no 
price  is  reported  for  Grade  AA  (93- 
score)  butter,  the  highest  of  the  prices 
reported  for  Grade  A  (92 -score)  butter 


for  that  day  shall  be  used  in  lieu  of  the 
price  for  Grade  AA  (93-score)  butter; 

(2)  Multiply  by  8.2  the  simple  average 
of  the  weighted  averages  of  carlot  prices 
per  pound  for  nonfat  dry  milk  solids, 
spray  and  roller  process,  respectively, 
for  human  consumption,  f.  o.  b.  manu¬ 
facturing  plants  in  the  Chicago  area,  as 
published  for  the  period  from  the  26th 
day  of  the  immediately  preceding  month 
thi'ough  the  25th  day  of  the  current 
month  by  the  Department;  and 

(3)  From  the  sum  of  the  results  ar¬ 
rived  at  under  subparagraphs  (1)  and 
(2)  of  this  paragraph,  subtract  67  cents. 

§  1008.51  Class  prices.  Subject  to 
the  differentials  provided  in  §§  1008.52 
and  1008.53  the  following  are  the  mini¬ 
mum  prices  per  hundredweight  to  han¬ 
dlers  for  Class  I  milk.  Class  II  A,  and 
Class  II  milk : 

(a)  Class  I  milk.  For  each  month 
during  the  eighteen-month  period  fol¬ 
lowing  the  effective  date  of  this  order, 
the  price  for  Class  I  milk  shall  be  the 
basic  formula  price  rounded  to  the  near¬ 
est  cent,  plus  $1.85. 

(b)  Class  II  A  milk.  The  price  for 
Class  II  A  milk  shall  be  the  price  com¬ 
puted  pursuant  to  paragraph  (c)  of  this 
section,  plus  25  cents  per  hundredweight. 

(c)  Class  II  milk.  The  price  for  Class 
II  milk  shall  be  that  computed  by  the 
market  administrator  from  the  formula 
set  forth  in  subparagraphs  (1),  (2), 
and  (3)  of  this  paragraph. 

(1)  Multiply  by  4.8  the  simple  average 
of  the  daily  wholesale  selling  prices 
(using  the  midpoint  of  any  price  range 
as  one  price)  of  Grade  AA  (93-score) 
bulk  creamery  butter  per  pound  at  San 
Francisco,  as  reported  by  the  Depart¬ 
ment  during  the  month:  Provided,  That 
if  no  price  is  reported  for  Grade  AA  (93- 
score)  butter,  the  highest  of  the  prices 
reported  for  Grade  A  (92 -score)  butter 
for  that  day  shall  be  used  in  lieu  of  the 
price  for  Grade  AA  (93-score)  butter; 

(2)  Multiply  by  8.2  the  simple  average 
of  the  weighted  averages  of  carlot 
prices  per  pound  for  spray  and  roller 
process  nonfat  dry  milk  solids,  for 
human  consumption,  f.  o.  b.  manufac¬ 
turing  plants  in  the  Chicago  area,  as 
published  for  the  period  from  the  26th 
day  of  the  immediately  preceding  month 
through  the  25th  day  of  the  current 
month  by  the  Department;  and 

(3)  From  the  sum  of  the  results 
arrived  at  under  subparagraphs  (1)  and 
(2)  of  this  paragraph,  subtract  80  cents 
and  round  to  the  nearest  cent. 

§  1008.52  Butterfat  differentials  to 
handlers.  If  the  average  butterfat  con¬ 
tent  of  Class  I  milk  or  Class  n  milk,  com¬ 
puted  pursuant  to  §  1008.45,  for  any  han¬ 
dler  for  any  month  differs  from  4.0 
percent,  there  shall  be  added  to,  or  sub¬ 
tracted  from,  the  applicable  class  price 
(§  1008.51)  for  each  one-tenth  of  1  per¬ 
cent  that  the  average  butterfat  content 
of  such  class  is  respectively  above,  or 
below,  4.0  percent,  a  butterfat  differen¬ 
tial  computed  by  the  market  adminis¬ 
trator  as  follows: 

(a)  Class  I  milk.  Multiply  by  1.23  the 
simple  average  of  the  daily  wholesale 
selling  prices  per  pound  (using  the  mid¬ 
point  of  any  price  range  as  one  price) 
of  Grade  A  (92-score)  bulk  creamery 
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butter  at  San  Francisco,  as  reported  by 
the  Department  during  the  preceding 
month,  divide  the  result  by  10,  and 
round  to  the  nearest  tenth  of  a  cent. 

(b)  Class  II  milk  and  Class  II  A  milk. 
Multiply  by  1.15  the  simple  average  of 
the  daily  wholesale  selling  prices  per 
pound  (using  the  midpoint  of  any  price 
range  as  one  price)  of  Grade  A  (92- 
score)  bulk  creamery  butter  at  San 
Piancisco,  as  reported  by  the  Depart¬ 
ment  during  the  month,  divide  the  result 
by  10,  and  round  to  the  nearest  tenth  of 
a  cent. 

§  1008.53  Location  adjustment  credits 
to  handlers.  The  price  for  Class  I  milk 
at  a  pool  plant  located  more  than  50 
miles  from  the  City  Hall,  Spokane,  Wash¬ 
ington,  shall  be,  regardless  of  point  of 
sale  within  or  outside  the  marketing 
area,  the  same  as  the  price  for  Class  I 
milk  pursuant  to  §  1008.51  (a),  less  a 
location  adjustment  per  hundredweight 
of  milk  computed  as  follows :  3  cents  for 
each  10  miles,  or  major  fraction  thereof, 
up  to  100  miles,  an  additional  2.0  cents 
for  each  10  miles,  or  major  fraction 
thereof,  for  distances  in  excess  of  100 
miles  but  not  more  than  200  miles,  and 
an  additional  1.0  cent  for  each  10  miles, 
or  major  fraction  thereof,  in  excess  of 
200  miles,  by  the  shortest  hard-surfaced 
highway  distance,  as  determined  by  the 
market  administrator,  from  such  pool 
plant  to  the  City  Hall,  Spokane,  Wash¬ 
ington. 

DETERMINATION  OF  BASE 

§  1008.60  Computation  of  producer 
bases.  Subject  to  the  rules  set  forth  in 
§  1008.61  the  market  administrator  shall 
determine  bases  for  producers  in  the 
following  manner: 

(a)  For  the  period  from  the  effective 
date  of  this  part  through  February  1956, 
the  total  deliveries  of  a  producer  to  a 
pool  plant  for  the  respective  months  shall 
be  base  milk. 

(b)  Beginning  with  March  1956  the 
daily  base  of  each  producer  whose  milk 
was  received  at  a  pool  plant(s)  on  not 
less  than  120  days  during  the  months 
of  September  through  January,  inclusive, 
shall  be  an  amount  computed  by  dividing 
such  producer’s  total  pounds  of  milk 
delivered  to  a  pool  plant  in  such  five- 
month  period  by  the  number  of  days 
from  the  date  of  his  first  delivery  to  the 
end  of  such  five-month  period :  Provided, 
That  the  daily  base  of  any  producer  who 
delivered  milk  on  not  less  than  120  days 
during  such  September-January  period 
to  a  plant  which  subsequently  qualified 
as  a  pool  plant  shall  be  computed,  in  sim¬ 
ilar  manner,  on  the  basis  of  such  pro¬ 
ducer’s  deliveries  to  such  plant  in  such 
September-January  period.  The  base  so 
computed,  which  shall  be  recomputed 
each  year,  shall  become  effective  on  the 
first  day  of  March  next  following  and 
shall  remain  in  effect  through  the  month 
of  February  of  the  next  succeeding  year. 

(c)  The  base  of  any  producer  who  is 
not  eligible  to  receive  a  base  computed 
pursuant  to  paragraph  (b)  of  this  sec¬ 
tion  (including  any  producer  for  whom 
a  base  may  not  be  computed  pursuant 
to  paragraph  (b)  of  this  section  because 
of  lack  of  available  information  concern- 
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ing  such  producer’s  deliveries  in  the 
applicable  September-January  period) 
shall  be  a  quantity,  to  be  effective  for  the 
current  month  only,  computed  by  multi¬ 
plying  his  deliveries  to  a  handler (s)  dur¬ 
ing  the  month  by  the  appropriate 
monthly  percentage  in  the  following 
table: 


January  ____ 

— _  80 

July - 

__  65 

February  _ 

75 

August _ 

_>  70 

March _ 

70 

September _ 

__  75 

April _ _ 

60 

October  _ 

„  80 

May _ 

—  60 

November  ____ 

__  80 

June _ 

___  60 

December _ 

__  80 

§  1008.61  Base  rules.  The  following 
rules  shall  be  observed  in  determination 
of  bases: 

(a)  A  base  computed  pursuant  to 
§  1008.60  (b)  may  be  transferred  in  its 
entirety  upon  written  notice  to  the  mar¬ 
ket  administrator  on  or  before  the  last 
day  of  the  month  of  transfer,  but  only  if 
a  producer  sells,  leases,  or  otherwise  con¬ 
veys  his  herd  to  another  producer  and  it 
is  established  to  the  satisfaction  of  the 
market  administrator  that  the  convey¬ 
ance  of  the  herd  was- bona  fide  and  not 
for  the  purpose  of  evading  any  provision 
of  this  part. 

(b)  A  producer  who  ceases  deliveries 
to  a  pool  plant  for  more  than  45  days 
shall  lose  his  base  if  computed  pursuant 
to  §  1008.60-  (b)  and  if  he  resumes  deliv¬ 
eries  to  such  a  plant  he  shall  be  paid  on 
a  base  determined  pursuant  to  §  1008.60 

(c)  until  he  can  establish  a  new  base 
under  §  1008.60  (b),  to  begin  the  next 
March  1. 

(c)  By  notifying  the  market  adminis¬ 
trator  in  writing  on  or  before  the  15th 
day  of  any  month,  a  producer  holding  a 
base  established  pursuant  to  §  1008.60 
(b)  may  relinquish  such  base  by  cancel¬ 
lation,  and  effective  from  the  first  day  of 
the  month  in  which  notice  is  received  by 
the  market  administrator  until  the  next 
March  1  such  producer’s  base  shall  be 
computed  in  the  manner  provided  by 
§  1008.60  (c). 

(d)  As  soon  as  bases  computed  by  the 
market  administrator  under  §  1008.60 
(b)  and  (c)  are  allotted,  notice  of  the 
amount  of  each  producer’s  base  shall  be 
given  by  the  market  administrator  to  the 
handler  receiving  such  producer’s  milk 
and  to  the  cooperative  association  of 
which  the  producer  is  a  member.  Each 
handler,  following  receipt  of  such  notice, 
shall  promptly  post  in  a  conspicuous 
place  at  each  of  his  plants  a  list  (or 
lists)  showing  the  base  of  each  pro¬ 
ducer  whose  milk  is  received  at  such 
plant. 

(e)  If  a  producer  operates  more  than 
one  farm,  he  shall  establish  a  separate 
base  with  respect  to  producer  milk  de¬ 
livered  from  each  such  farm. 

(f)  Only  producers  as  defined  in 
§  1008.11  may  establish  or  earn  a  base 
pursuant  to  the  provisions  of  §  1008.60 
(b)  or  (c)  and  only  one  base  shall  be 
allotted  with  respect  to  milk  produced 
by  one  or  more  persons  where  the  land, 
buildings,  and  equipment  used  are  joint¬ 
ly  owned  or  operated. 

DETERMINATION  OF  UNIFORM  PRICE 

§  1008.70  Computation  of  value  of 
milk,  (a)  The  total  value  of  milk  re¬ 
ceived  during  any  month  by  each  han¬ 


dler,  including  any  cooperative  associa¬ 
tion  which  is  a  handler,  shall  be  a  sum 
of  money  computed  by  the  market  ad¬ 
ministrator  as  follows: 

(1)  Multiply  the  pounds  of  producer 
milk  in  each  class  for  such  month  by  the 
class  price  (§  1008.51)  and  add  together 
the  resulting  amounts; 

(2)  Deduct  the  total  amount  of  all 
location  adjustment  credits  computed  in 
accordance  with  §  1008.53 ; 

(3)  Add  or  subtract,  as  the  case  may 
be,  the  amount  necessary  to  correct  er¬ 
rors  as  disclosed  by  the  verification  of 
the  reports  of  such  handler  of  his  re¬ 
ceipts  and  utilization  of  skim  milk  and 
butterfat  in  previous  months  for  which 
payment  has  not  been  made ; 

(4)  Add,  if  such  handler  had  overage, 
an  amount  computed  by  multiplying  the 
pounds  of  such  overage  (except  overage 
prorated  to  other  source  milk)  deducted 
from  each  class  pursuant  to  §  1008.45  by 
the  applicable  class  price:  Provided,  That 
if  (i)  overage  results  in  a  pool  plant 
having  receipts  of  other  source  milk,  the 
total  overage  shall  be  prorated  between 
other  source  milk  and  all  other  receipts, 
and  (ii)  overage  results  in  a  nonpool 
plant  located  on  the  same  premises  as  a 
pool  plant,  such  overage  shall  be  pro¬ 
rated  between  the  quantity  transferred 
from  the  pool  plant  and  other  source 
milk  in  such  nonpool  plant,  and  the 
transferor  handler  shall  be  charged  at 
the  applicable  class  price  for  the  amount 
of  overage  allocated  to  the  transferred 
quantity. 

(5)  Add,  with  respect  to  other  source 
milk  (including  overage  allocated  to 
other  source  milk  but  excluding  other 
order  milk)  received  at  each  pool  plant 
of  such  handler  in  excess  of  the  total 
volume  of  his  Class  n  milk  (except 
allowable  shrinkage)  at  such  plant,  an 
amount  computed  by  multiplying  the 
hundredweight  of  such  other  source  milk 
by  the  difference  between  the  Class  I 
milk  and  Class  II  milk  (other  than  Class 
n  A)  prices  adjusted,  respectively,  by  the 
butterfat  differentials  provided  in 
§  1008.52  (based  on  the  butterfat  test  of 
such  other  source  milk) :  Provided,  That 
if  the  plant  supplying  such  milk  is 
located  outside  the  marketing  area  and 
more  than  50  miles  from  the  City  Hall, 
Spokane,  Washington,  the  rate  of  pay¬ 
ment  per  hundredweight  of  milk  other¬ 
wise  required  by  this  subparagraph  shall 
be  reduced  by  the  rate  of  location  ad¬ 
justment  provided  in  §  1008.53  for  the 
distance  such  plant  is  located  from  the 
City  Hall,  Spokane,  Washington,  but  not 
to  exceed  $1.85  per  hundredweight. 

(b)  The  value  of  milk  of  each  handler 
at  any  plant  where  only  other  source 
milk  was  received  and  from  which,  dur¬ 
ing  the  month,  some  other  source  milk 
was  disposed  of  in  the  marketing  area 
as  Class  I  milk  pursuant  to  §  1008.41  (a) 
(1),  (2),  or  (3)  shall  be  a  sum  of  money 
computed  by  the  market  administrator 
by  multiplying  the  hundredweight  of 
other  source  milk  so  disposed  of  by  the 
difference  between  the  Class  I  and  Class 
n  milk  (other  than  Class  II  A)  prices, 
adjusted  by  the  butterfat  differentials 
provided  in  §  1008.52  (based  on  the  but¬ 
terfat  test  of  such  other  source  milk), 
and  by  the  same  rate  of  location  differ- 
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ential,  if  any,  provided  in  paragraph  (a) 
(5)  of  this  section. 

§  1008.71  Computation  of  uniform 
price.  For  each  month  the  market  ad¬ 
ministrator  shall  compute  the  uniform 
prices  per  hundredweight  for  base  milk 
and  excess  milk  (uniform  price  for  excess 
milk  to  be  computed  beginning  with 
March  1956)  received  from  producers  as 
follows : 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  §  1008.70  for  all 
handlers  who  made  the  reports  pre¬ 
scribed  in  §  1008.30  and  who  made  the 
payments  pursuant  to  §  1008.84  for  the 
preceding  month; 

(b)  Add  the  aggregate  of  values  of  the 
location  adjustments  on  base  milk  al¬ 
lowable  pursuant  to  §  1008.81; 

(c)  Add  an  amount  representing  not 
less  than  one-half  the  unobligated  cash 
balance  in  the  producer-settlement 
fund; 

(d)  Subtract,  if  the  average  butterfat 
content  of  the  milk  represented  by  the 
values  included  under  paragraph  (a) 
of  this  section  is  greater  than  4  percent, 
or  add,  if  such  average  butterfat  content 
is  less  than  4  percent,  an  amount  com¬ 
puted  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
base  and  excess  milk  varies  from  4  per¬ 
cent  by  the  appropriate  butterfat  differ¬ 
entials  computed  pursuant  to  §  1008.82, 
and  multiply  the  resulting  figures  by  the 
respective  hundredweights  of  base  and 
excess  milk. 

(e)  Multiply  the  hundredweight  of 
excess  milk  by  the  Class  n  mother  than 
Class  II  A)  price  for  4.0  percent  milk; 

(f)  Compute  the  total  value  of  base 
milk  by  subtracting  the  amount  com¬ 
puted  pursuant  to  paragraph  (e)  of  this 
section  from  the  net  amoimt  computed 
pursuant  to  paragraph  (d)  of  this  sec¬ 
tion;  Provided,  That  if  such  result  is 
greater  than  an  amount  computed  by 
multiplying  the  hundredweight  of  base 
milk  by  the  Class  I  milk  price  (for  4.0 
percent  milk)  plus  4  cents,  such  amount 
in  excess  thereof  shall  be  subtracted  from 
the  result  obtained  prior  to  this  proviso; 

(g)  Divide  the  net  amount  obtained  in 
paragraph  (f )  of  this  section  by  the  total 
hundredweight  of  base  milk  and  subtract 
not  less  than  4  cents  but  less  than  5  cents. 
This  result  shall  be  known  as  the  uni¬ 
form  price  per  hundredweight  of  base 
milk  of  4.0  percent  butterfat  content; 
and 

(h)  Divide  the  sum  of  the  amount  ob¬ 
tained  in  paragraph  (e)  of  this  section 
and  any  amount  subtracted  pursuant  to 
the  proviso  of  paragraph  (f)  of  this  sec¬ 
tion  by  the  hundredweight  of  excess  milk. 
This  result  shall  be  known  as  the  uni¬ 
form  price  per  hundredweight  of  excess 
milk  of  4.0  percent  butterfat  content. 

PAYMENTS 

§  1008.80  Time  and  method  of  pay¬ 
ment  to  producers  and  to  cooperative 
associations,  (a)  On  or  before  the  17th 
day  after  the  end  of  each  month,  each 
handler,  including  a  cooperative  associa¬ 
tion  which  is  a  handler,  shall  make  pay¬ 
ment  to  each  producer,  for  milk  re¬ 
ceived  at  his  plant  from  such  producer 
during  such  month  pursuant  to  sub- 
pararaphs  (1)  and  (2)  of  this  para- 


raph:  Provided,  That  such  payment 
shall  be  made,  upon  request,  to  a  coop¬ 
erative  association,  or  to  its  duly  au¬ 
thorized  agent,  qualified  under  §  1008.5 
with  respect  to  milk  received  from  each 
producer  who  has  given  such  association 
authorization  by  contract  or  by  other 
written  instrument  to  collect  the  pro- 
ceds  from  the  sale  of  his  milk,  and  any 
payment  made  pursuant  to  this  proviso 
shall  be  made  on  or  before  the  16th  day 
after  the  end  of  such  month;  And  pro¬ 
vided  further.  That,  if  by  such  date  such 
handler  has  not  received  full  payment 
for  such  month  pursuant  to  §  1008.85,  he 
shall  not  be  deemed  to  be  in  violation  of 
this  paragraph  if  he  reduces  uniformly 
for  all  producers  his  payments  per  hun¬ 
dredweight  pursuant  to  this  paragraph 
by  a  total  amount  not  in  excess  of  the 
reduction  in  payment  from  the  market 
administrator;  however,  the  handler 
shall  make  such  balance  of  payment 
uniformly  to  those  producers  to  whom 
it  is  due  on  or  before  the  date  for  mak¬ 
ing  payments  pursuant  to  this  paragraph 
next  following  that  on  which  such  bal¬ 
ance  of  payment  is  received  from  the 
market  administrator; 

(1)  At  not  less  than  the  uniform  price 
for  base  milk  for  the  quantity  of  base 
milk  received,  adjusted  by  the  location 
adjustment  computed  pursuant  to 
§  1008.81  and  by  the  butterfat  differ¬ 
ential  computed  pursuant  to  §  1008.82. 

(2)  At  not  less  than  the  uniform  price 
for  excess  milk  for  the  quantity  of  excess 
milk  received,  adjusted  by  the  buttei-fat 
differential  computed  pursuant  to 
§  1008.82. 

(b)  On  or  before  the  16th  day  after 
the  end  of  each  month  each  handler 
shall  pay  to  each  cooperative  association 
wJiich  operates  a  pool  plant  for  skim 
milk  and  butterfat  received  from  such 
cooperative  association  during  such 
month,  an  amount  of  money  computed 
by  multiplying  the  total  pounds  of  such 
skim  milk  and  butterfat  in  each  class 
(pursuant  to  §  1008.41)  by  the  class 
price. 

(c)  None  of  the  provisions  of  this  sec¬ 
tion  shall  be  construed  to  restrict  any 
cooperative  association  qualified  under 
section  8c  (5)  (P)  of  the  act  from  mak¬ 
ing  payment  for  milk  to  its  producers 
in  accordance  with  such  provision  of  the 
act. 

§  1008.81  Location  adjustments  to 
producers.  In  making  payment  to  pro¬ 
ducers  pursuant  to  §  1008.80  for  milk 
received  at  a  pool  plant  to  which  the 
provisions  of  §  1008.53  apply  the  uniform 
price  per  hundredweight  for  base  milk 
shall  be  reduced  at  the  same  rate  per 
hundredweight  as  is  applicable  to  Class 
I  milk  at  such  plant  pursuant  to 
§  1008.53. 

§  1008.82  Producer  butterfat  differ¬ 
ential.  In  making  payments  pursuant 
to  §  1008.80  (a)  for  base  milk  and  for 
excess  milk,  there  shall  be  added  to,  or 
subtracted  from,  the  uniform  prices 
thereof  for  each  one-tenth  of  1  percent 
that  the  average  butterfat  content  of 
the  milk  received  from  the  producer  is 
above  or  below  4.0  percent,  butterfat  dif¬ 
ferentials  computed  by  the  market  ad¬ 
ministrator  as  follows: 


(a)  The  butterfat  differential  for  base 
milk  shall  be  computed  by  multiplying 
the  butterfat  differential  for  Class  I 
milk  by  the  percentage  of  the  butterfat 
contained  in  base  milk  that  is  allocated 
to  Class  I,  and  by  multiplying  the  re¬ 
maining  percentage  of  butterfat  within 
base  milk  by  the  butterfat  differential 
for  Class  n  milk,  adding  together  the 
resulting  amounts,  and  rounding  to  the 
nearest  tenth  of  a  cent. 

(b)  The  butterfat  differential  for  ex¬ 
cess  milk  shall  be  the  same  as  the  butter¬ 
fat  differential  for  Class  II  milk. 

§  1008.83  Producer -settlement  fund. 
The  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund  known 
as  the  “producer-settlement  fund,”  into 
which  he  shall  deposit  all  payments  made 
by  handlers  pursuant  to  §  1008.84  and 
out  of  which  he  shall  make  all  payments 
to  handlers  pursuant  to  §  1008.85. 

§  1008.84  Payments  to  the  producer- 
settlement  fund.  On  or  before  the  14th 
day  after  the  end  of  the  month  during 
which  the  milk  was  received,  each  han¬ 
dler,  including  a  cooperative  association 
which  is  a  handler,  shall  pay  to  the 
market  administrator  the  amount,  if 
any,  by  which  the  total  value  of  such 
handler’s  milk  as  determined  pursuant 
to  §  1008.70  is  greater  than  the  value  of 
such  handler’s  producer  milk  computed 
at  the  minimum  uniform  prices  as  speci¬ 
fied  in  §  1008.80  (a) . 

§  1008.85  Payments  out  of  the  pro¬ 
ducer-settlement  fund.  On  or  before 
the  15th  day  after  the  end  of  the  month 
during  which  the  milk  was  received,  the 
market  administrator  shall  pay  to  each 
handler,  including  a  cooperative  associa¬ 
tion  which  is  a  handler,  the  amount,  if 
any,  by  which  the  total  value  of  such 
handler’s  milk  as  determined  pursuant 
to  §  1008.70  is  less  than  the  value  of 
such  handler’s  producer  milk  computed 
at  the  minimum  uniform  prices  as  speci¬ 
fied  in  §  1008.80  (a) ,  and  less  any  unpaid 
obligations  of  such  handler  to  the  mar¬ 
ket  administrator  pursuant  to  §§  1008.84, 
1008.86,  1008.87,  and  1008.88;  Provided. 
That,  if  the  balance  in  the  producer- 
settlement  fund  is  insufficient  to  make 
all  payments  pursuant  to  this  paragraph, 
the  market  administrator  shall  reduce 
uniformly  such  payments  and  shall  com¬ 
plete  such  payments  as  soon  as  the 
necessary  funds  are  available, 

§  1008.86  Adjustments  of  accounts. 
Whenever  verification  by  the  market 
administrator  of  reports  or  payments  of 
any  handler  discloses  errors  resulting  in 
money  due  (a)  the  market  administrator 
from  such  handler,  (b)  such  handler 
from  the  market  administrator,  or  (c) 
any  producer  or  cooperative  association 
from  such  handler,  the  market  adminis¬ 
trator  shall  promptly  notify  such  han¬ 
dler  of  any  amount  so  due  and  payment 
thereof  shall  be  made  on  or  before  the 
next  date  for  making  payments  set  forth 
in  the  provisions  under  which  such  error 
occurred  following  the  5th  day  after 
such  notice. 

§  1008.87  Marketing  services,  (a) 
Except  as  set  forth  in  paragraph  (b)  of 
this  section,  each  handler,  in  making 
payments  to  producers  (other  than  with 
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respect  to  milk  of  such  handler’s  own  pro¬ 
duction)  pursuant  to  §  1008.80  (a) .  shall 
make  a  deduction  of  5  cents  per  hun¬ 
dredweight  of  m^lk,  or  such  amoimt  not 
exceeding-  5  cents  per  hundredweight  as 
the  Secretary  may  prescribe,  with  re¬ 
spect  to  the  following: 

(1)  All  milk  received  from  producers 
at  a  plant  not  operated  by  a  coopera¬ 
tive  association; 

(2)  All  milk  received  at  a  plant  op¬ 
erated  by  a  cooperative  association  from 
producers  who  are  not  members  of  such 
association;  and 

(3)  All  milk  received  at  a  plant  oper¬ 
ated  by  a  cooperative  association (s) 
from  producers  who  are  members  thereof 
but  for  whom  any  of  the  services  set 
forth  below  in  this  paragraph  is  not 
being  performed  by  such  association  (s), 
as  determined  by  the  market  adminis¬ 
trator.  Such  deduction  shall  be  paid  by 
the  handler  to  the  market  administrator 
on  or  before  the  14th  day  after  the  end 
of  the  month.  Such  moneys  shall  be 
expended  by  the  market  administrator 
for  the  verification  of  weights,  sampling 
and  testing  of  milk  received  from  pro¬ 
ducers  and  in  providing  for  market  in¬ 
formation  to  producers;  such  services 
to  be  performed  in  whole  or  in  part  by 
the  market  administrator  or  by  an  agent 
engaged  by  and  responsible  to  him. 

(b)  In  the  case  of  each  producer  (1) 
who  is  a  member  of,  or  who  has  given 
written  authorization  for  the  rendering 
of  marketing  services  and  taking  of  de¬ 
duction  therefor  to,  a  cooperative  asso¬ 
ciation,  (2)  whose  milk  is  received  at  a 
plant  not  operated  by  such  association, 
and  (3)  for  whom  the  market  adminis¬ 
trator  determines  that  such  association 
is  performing  the  services  described  in 
paragraph  (a)  of  this  section,  each  han¬ 
dler  shall  deduct,  in  lieu  of  the  deduction 
specified  under  paragraph  (a)  of  this 
section,  from  the  payments  made  pur¬ 
suant  to  §  1008.80  (a)  the  amount  per 
hundredweight  of  milk  authorized  by 
such  producer  and  shall  pay  over,  on  or 
before  the  16th  day  after  the  end  of  the 
month,  such  deduction  to  the  associa¬ 
tion  entitled  to  receive  it  under  this 
paragraph. 

§  1008.88  Expense  of  administration. 
As  his  prc  rata  share  of  the  expense  of 
administration  of  this  part,  each  han¬ 
dler,  including  any  cooperative  associa¬ 
tion  which  is  a  handler  but  not  including 
a  producer-handler,  shall  pay  to  the 
market  administrator  on  or  before  the 
14th  day  after  the  end  of  each  month  4 
cents  per  hundredweight,  or  such  amount 
not  exceeding  4  cents  per  hundredweight 
as  the  Secretary  may  prescribe,  with  re¬ 
spect  to  all  receipts  within  such  month 
of  (a)  other  source  milk  classified  as 
Class  I  milk,  and  (b)  milk  received  from 
producers,  including  such  handler’s  own 
production. 

§  1008.89  Termination  of  obligations. 
The  provisions  of  this  section  shall  apply 
to  any  obligation  under  this  part  for  the 
payment  of  money: 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  imder  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  two  years  after  the 
last  day  of  the  month  during  which  the 


market  administrator  receives  the  han¬ 
dler’s  utilization  report  on  the  milk  in¬ 
volved  in  such  obligation,  unless  within 
such  two-year  period  the  market  admin¬ 
istrator  notifies  the  handler  in  writing 
that  such  money  is  due  and  payable. 
Service  of  such  notice  shall  be  complete 
upon  mailing  to  the  handler’s  last- 
known  address,  and  it  shall  contain,  but 
need  not  be  limited  to,  the  following 
information: 

(1)  The  amount  of  the  obligation; 

(2)  The  month (s)  during  which  the 
miik,  with  respect  to  which  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  produc¬ 
er  (s)  or  association  of  producers,  or  if 
the  obligation  is  payable  to  the  market 
administrator,  the  account  for  which  it 
is  to  be  paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator  or  his  representatives  all  books 
and  records  required  by  this  order  to  be 
made  available,  the  market  administra¬ 
tor  may,  within  the  two-year  period  pro¬ 
vided  for  in  paragraph  (a)  of  this  section, 
notify  the  handier  in  writing  of  such 
failure  or  refusal.  If  the  market  admin¬ 
istrator  so  notifies  a  handler,  the  said 
two-year  period  with  respect  to  such  ob¬ 
ligation  shall  not  begin  to  rvm  until  the 
first  day  of  the  month  following  the 
month  during  which  all  such  books  and 
records  pertaining  to  such  obligation  are 
made  available  to  the  market  adminis¬ 
trator  or  his  representatives. 

(c)  Notwithstanding  the  provisions 
of  paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  part  to 
pay  money  shall  not  be  terminated  with 
respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part  of 
the  handler  against  whom  the  obligation 
is  sought  to  be  imposed. 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims 
to  be  due  him  under  the  terms  of  this 
part  shall  terminate  two  years  after  the 
end  of  the  month  during  which  the  milk 
involved  in  the  claims  was  received  if 
an  underpayment  is  claimed,  or  two 
years  after  the  end  of  the  month  during 
which  the  payment  (including  deduc¬ 
tion  or  set-off  by  the  market  admin¬ 
istrator)  was  made  by  the  handler  if  a 
refund  on  such  payment  is  claimed,  un¬ 
less  such  handler,  within  the  applicable 
period  of  time,  files,  pursuant  to  sec¬ 
tion  8c  (15)  (A)  of  the  act,  a  petition 
claiming  such  money. 

EFFECTIVE  TIME,  SUSPENSION  OR 
TERMINATION 

§  1008.90  Effective  time.  The  pro¬ 
visions  of  this  part  or  any  amendment 
to  this  part  shall  become  effective  at 
such  time  as  the  Secretary  may  declare 
and  shall  continue  in  force  until  sus¬ 
pended  or  terminated  pursuant  to 
§  1008.91. 

§  1008.91  Suspension  or  termination. 
The  Secretary  may  suspend  or  termi¬ 
nate  this  part  or  any  provision  of  this 
order  whenever  he  finds  this  part  or  any 


provision  of  this  part  obstructs  or  does 
not  tend  to  effectuate  the  declared  policy 
of  the  act.  This  part  shall  terminate  in 
any  event  whenever  the  provisions  of  the 
act  authorizing  it  cease  to  be  in  effect. 

§  1008.92  Continuing  obligations.  If, 
upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part  there 
are  any  obligations  thereunder  the  final 
accrual  or  ascertainment  of  which  re¬ 
quires  further  acts  by  any  person  (in¬ 
cluding  the  market  administrator) ,  such 
further  acts  shall  be  performed  notwith¬ 
standing  such  suspension  or  termination. 

§  1008.93  Liquidation.  Upon  the 
suspension  or  termination  of  the  pro¬ 
visions  of  this  part,  except  this  section, 
the  market  administrator,  or  such  other 
liquidating  agent  as  the  Secretary  may 
designate,  shall  if  so  directed  by  the 
Secretary  liquidate  the  business  of  the 
market  administrator’s  office,  dispose  of 
all  property  in  his  possession  or  control, 
including  accounts  receivable  and  exe¬ 
cute  and  deliver  all  assignments  or  other 
instruments  necessary  or  apropriate  to 
effectuate  any  such  disposition.  If  a 
liquidating  agent  is  so  designated,  all 
assets,  books  and  records  of  the  mar¬ 
ket  administrator  shall  be  transferred 
promptly  to  such  liquidating  agent.  If, 
upon  such  liquidation,  the  funds  on  hand 
exceed  the  amounts  required  to  pay  out¬ 
standing  obligations  of  the  office  of  the 
market  administrator  and  to  pay  neces¬ 
sary  expense  of  liquidation  and  distribu¬ 
tion,  such  excess  shall  be  distributed  to 
contributing  handlers  and  producers  in 
an  equitable  manner. 

MISCELLANEOUS  PROVISIONS 

§  1008.100  Agents.  The  Secretary 
may,  by  designation  in  writing,  name  any 
officer  or  employee  of  the  United  States 
to  act  as  his  agent  or  representative  in 
connection  with  any  of  the  provisions  of 
this  part. 

§  1008.101  Separability  of  provisions. 
If  any  provision  of  this  part,  or  its  appli¬ 
cation  to  any  person  or  circumstances,  is 
held  invalid,  the  application  of  such  pro¬ 
vision  and  of  the  remaining  provisions  of 
this  part,  to  other  persons  or  circum¬ 
stances  shall  not  be  affected  thereby. 

[F.  R.  Doc.  56-122;  Piled,  Jan.  6,  1956; 
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DEPARTMENT  OF  COMMERCE 

Bureau  of  Foreign  Commerce 
[15  CFR  Part  361  1 

British  Token  Import  Plan  for  1956 

NOTICE  OF  PROPOSAL  TO  CHANGE  DATE  FOR 
RECEIPT  OF  APPLICATIONS  TO  SHARE  IN 
QUOTA  BALANCES 

Notice  is  hereby  given  that  the  Bureau 
of  Foreign  Commerce,  Department  of 
Commerce,  proposes  to  amend  its  regu¬ 
lations  governing  the  operation  of  the 
British  Token  Import  Plan  for  the  Plan 
year  1956  ’  so  as  to  move  up  by  one  month 


*Por  the  amendment  making  the  British 
Token  Import  Plan  Regulations  applicable 
to  the  Plan  year  1956  see  Title  15,  Chapter 
lU.  Part  361,  supra. 
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PROPOSED  RULE  MAKING 


the  date  for  receipt  of  applications  to 
share  in  the  distribution  of  quota  bal¬ 
ances  not  issued  by  June  30.  Under  the 
existing  regulations,  see  Sec.  361.7,  such 
applications  for  Token  Quota  Vouchers 
must  be  received  by  the  Bureau  of  For¬ 
eign  Commerce  (British  Token  Import 
Plan  Unit)  not  later  than  September  30, 
in  order  to  share  in  the  initial  distribu¬ 
tion  of  quota  balances  after  June  30. 
The  proposal  is  to  change  that  date  to 
August  31.  If  this  is  adopted  the  con¬ 
text  of  the  regulations,  specifically 
§  361.7  (relating  to  applications  for  quota 
balances),  would  be  appropriately 
amended  to  substitute  "August  31"  for 


."September  30”  and  "September  1"  for 
"October  1"  in  respect  to  applications  to 
share  in  the  initial  distribution  of  quota 
balances;  and  to  substitute  the  period 
between  "September  1  and  December  31" 
for  between  "October  1  and  December 
31”  in  respect  to  later  applications  to 
share  in  any  quota  balances  still  avail¬ 
able  after  the  initial  distribution. 

The  proposed  change  is  intended  to 
provide  more  flexibility  in  the  Plan’s  op¬ 
eration.  Advancement  of  the  initial 
distribution  of  the  quota  balances  is  con¬ 
sidered  desirable  to  permit  firms  whose 
products  are  in  seasonal  demand  to  make 
fuller  use  of  these  facilities. 


Prior  to  the  final  adoption  of  the  pro¬ 
posal,  consideration  will  be  given  to  any 
views  pertaining  thereto  which  are  sub¬ 
mitted  in  writing,  in  duplicate,  to  the 
British  Commonwealth  Division,  Bureau 
of  Foreign  Commerce,  Department  of 
Commerce,  Washington  25,  D.  C.,  and 
which  are  received  not  later  than  30  days 
after  publication  of  this  notice  in  the 
Federal  Register. 

Dated:  January  4, 1956. 

IjORIng  K.  Macy, 

Director, 

Bureau  of  Foreign  Commerce. 

[F.  R.  Doc.  56-135;  Piled,  Jan.  6,  1956; 
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NOTICES 


POST  OFFICE  DEPARTMENT 

Pr(x;edures  for  Certain  Determinations 
Under  the  Buy-American  Act 

delegation  of  authority 

The  following  is  the  text  of  Order  No. 
55996  of  the  Postmaster  General,  dated 
October  3, 1955: 

By  virtue  of  section  4  of  Executive  Or¬ 
der  No.  10582  of  December  17,  1954  (19 
F.  R.  8723),  and  section  1  (b)  of  Reor¬ 
ganization  Plan  No.  3  of  1949  (63  Stat. 
1066),  the  authority,  functions  and  du¬ 
ties  imposed  on  the  Post  Office  Depart¬ 
ment  by  Executive  Order  No.  10582  of 
December  17,  1954,  are  hereby  delegated 
to  the  Assistant  Postmaster  General, 
Bureau  of  Facilities,  who  is  hereby  au¬ 
thorized  to  redelegate  all  or  part  of  such 
authority,  functions  and  duties  to  such 
officers  of  the  Bureau  of  Facilities  as  he 
may  designate.  The  reports  required  by 
section  5  of  Executive  Order  No.  10582 
to  be  made  to  the  President  through  the 
Director  of  the  Bureau  of  the  Budget 
shall  be  so  submitted  in  the  name  of  the 
Postmaster  General  or  Acting  Post¬ 
master  General,  as  the  case  may  be. 

The  provisions  of  sections  1,  2,  3,  and 
5  of  Executive  Order  No.  10582  are  hereby 
adopted  as  the  regulations  of  the  Post 
Office  Department,  insofar  as  such  pro¬ 
visions  are  applicable  to  the  functions  of 
this  Department  in  matters  coming 
within  the  Buy-American  Act  and  other 
laws  requiring  the  application  of  the 
Buy-American  Act,  except  that  the  As¬ 
sistant  Postmaster  General,  Bureau  of 
Facilities,  may  issue  such  additional 
regulations  as  he  may  deem  necessary 
to  carry  out  the  provisions  of  Executive 
Order  No.  10582. 


The  following  is  the  text  of  Order  No. 
113  of  the  Assistant  Postmaster  General, 
Bureau  of  Facilities,  dated  November  14, 
1955: 

Pursuant  to  Order  No.  55996  of  the 
Postmaster  General,  dated  October  3, 
1955, 1  do  hereby  delegate  to  the  Director, 
Division  of  Supplies,  Bureau  of  Facilities, 
the  authority  vested  in  me  by  the  first 
paragraph  of  Order  No.  55996,  who  is 
hereby  authorized  to  redelegate  all  or 


part  of  such  authority,  functions  and 
duties  vested  in  the  Assistant  Postmaster 
General,  Bureau  of  Facilities,  by  such 
order. 


The  following  is  the  text  of  various 
orders  of  the  Assistant  Postmaster  Gen¬ 
eral,  Bureau  of  Facilities: 

[Order  No.  112] 

DESIGNATION  OF  CHIEF  PROCUREMENT  OFFI¬ 
CER  FOR  THE  POST  OFFICE  DEPARTMENT 
AND  DELEGATION  OF  AUTHORITY  TO  PRO¬ 
CURE  SUPPLIES  AND  SERVICES  FOR  IM¬ 
PROVEMENT  OF  POSTAL  OPERATIONS  AND 
OTHER  ACTIVITIES  ' 

November  14,  1955. 

(a)  Pursuant  to  Order  No.  55941  of  the 
Postmaster  General,  dated  July  1,  1955 
[20  F.  R.  52691,  and  for  the  purposes  of 
paragraph  (b)  thereof,  the  Director  of 
the  Division  of  Supplies,  Bureau  of  Fa¬ 
cilities,  is  hereby  designated  as  the  Chief 
Procurement  Officer  for  the  Post  Office 
Department,  to  exercise  the  authority 
and  perform  the  fimctions  vested  in  that 
officer  by  such  Order  No.  55941,  and 
within  the  $25,000  limitation  as  pre¬ 
scribed,  in  addition  to  the  functions  and 
authority  heretofore,  or  which  may  here¬ 
after  be,  assigned  to  him. 

(b)  This  Order  supersedes  and  can¬ 
cels  Order  No.  75  dated  July  5,  1955  [20 
F.R.  52691. 


[Order  No.  114] 

DELEGATION  OF  AUTHORITY;  SIGN  PURCHASE 
ORDERS,  CONTRACrrS  AND  CORRESPONDENCE 

November  14, 1955. 

(a)  Pursuant  to  the  authority  con¬ 
tained  in  paragraph  (a)  Order  No.  55582 
of  the  Postmaster  General,  dated  March 
2,  1954  [19  F.  R  23761, 1  do  hereby  dele¬ 
gate  to  the  Director,  Division  of  Supplies, 
Bureau  of  Facilities,  the  authority  to 
sign,  in  his  own  name,  all  purchase  or¬ 
ders,  contracts  for  the  procurement  of 
equipment,  supplies  and  services,  and 
other  official  documents  including  routine 
or  general  correspondence  in  connection 
with  Procurement,  Requirements  and 
Inventory  Control  activities. 

(b)  The  Drector,  Division  of  Supplies 
(Chief  Procurement  Officer  for  the  Post 


Office  Department)  to  the  extent  the 
authority  vested  in  him  under  paragraph 
(a)  of  this  order  is  subject  to  redelega¬ 
tion,  is  authorized  to  redelegate  all  or 
such  part  of  this  authority  as  in  his 
judgment  may  be  in  the  best  interest 
of  the  Service. 

(c)  This  Order  supersedes  and  cancels 
Order  No.  17,  dated  May  12,  1954  [19 
F.  R.  45841. 


[Order  No.  115] 

REDELEGATION  OF  AUTHORITY;  TRAVEL 
CREDENTIALS 

November  14, 1955. 

(a)  Pursuant  to  the  authority  con¬ 
tained  in  paragraph  (b)  of  Postmaster 
General  Order  No.  55753,  dated  October 
19,  1954,  "Travel  Orders  and  Delegation 
of  Authority",  the  authority  therein 
vested  in  the  Assistant  Postmaster  Gen¬ 
eral,  Bureau  of  Facilities,  is  hereby  re¬ 
delegated  to  the  Deputy  Assistant  Post¬ 
master  General  and  the  Administrative 
Aide  (Fiscal),  Bureau  of  Facilities. 

(b)  There  is  hereby  redelegated  to  the 
Director,  Division  of  Real  Estate;  the 
Director,  Division  of  Supplies;  and  the 
Director,  Division  of  Vehicles,  authority: 

«  *  *  •  * 

3.  To  issue  temporary  travel  creden¬ 
tials  necessary  for  officers  and  employees 
under  their  supervisions  to  obtain  free 
transportation  on  rail  lines  in  the  per¬ 
formance  of  their  official  duties. 

4.  To  issue  and  sign,  in  his  own  name, 
as  "Issuing  Officer”,  Books  of  Ti’anspor- 
tation  Requests,  and  to  issue  said  books 
or  individual  requests  to  officers  and  em¬ 
ployees  under  their  supervision  who  are 
authorized  to  travel  on  official  business. 
Transportation  Requests  shall  only  be 
used  in  cases  where  the  carrier  is  not 
required  by  law  to  furnish  free  transpor¬ 
tation  to  such  officers  and  employees. 

(c)  Authority  is  hereby  redelegated  to 
the  Director  of  the  Division  of  Supplies, 
who  is  hereby  authorized  to  redelegate 
all  or  part  of  such  authority,  to  issue 
books  of  Transportation  Requests  to 
officers  and  employees  of  the  Post  Office 
Department  and  Postal  Field  Service  who 
are  authorized  to  travel  on  official  busi¬ 
ness,  and  to  issue  and  sign  in  his  own 
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j  name  as  “Issuing  Officer”  Transporta¬ 
tion  Requests  or  administratively  deter¬ 
mine  and  authorize  the  official  traveler 
to  issue  the  Transportation  Request  for 
his  own  account  as  authorized  in  Appen¬ 
dix  A,  Paragraph  24,  of  General  Regu¬ 
lation  No.  123,  U.  S.  General  Accounting 
Office,  Office  of  the  Comptroller  General 
of  the  United  States,  Washington,  D.  C., 
May  1,  1955.  Transportation  Requests 
shall  only  be  used  in  cases  where  the 
carrier  is  not  required  by  law  to  furnish 
free  transportation  to  such  officers  and 
employees. 

»  •  •  *  • 

(d)  This  Order  supersedes  and  cancels 
Order  No.  44,  dated  November  5,  1954 
[19  P.R.  75101  *  •  *. 

(R.  S.  161,  396;  secs.  304.  309,  42  Stat.  24,  25, 
sec.  1  (b) ,  63  Stat.  1066;  5  U.  S.  C.  22,  1332-15, 
369) 

[seal]  Abe  McGregor  Goff, 

The  Solicitor. 

[F.  R.  Doc.  56-120;  Filed,  Jan.  6,  1956; 

8:45  a.  m.] 


DEPARTMENT  OF  THE  INTERIOR 

National  Park  Service 

[Order  14,  Amdt.  41 
Regional  Directors 

DELEGATION  OF  AUTHORITY 

January  3,  1956. 

Section  1  (d)  of  Order  No.  14,  issued 
December  1,  1954  (19  F.  R.  8824),  is 
amended  to  read  as  follows: 

(d)  Appointments  and  status  changes 
involving  personnel  in  Grade  GS-12  and 
higher  grades,  and  Superintendents  in 
all  grades. 

(Secretary’s  Order  No.  2803;  39  Stat.  535;  16 
U.  S.  C.,  1952  ed.,sec.2) 

[SEAL]  HILLORY  a.  TOLSON, 

Acting  Director. 

[F.  R.  Doc.  56-119;  Filed,  Jan,  6,  1956; 
8:45  a.  m.] 


DEPARTMENT  OF  COMMERCE 

Maritime  Administration 

Bloomfield  Steamship  Co. 

AMENDED  NOTICE  OF  APPLICATION 

The  Notice  of  Application  which  was 
published  in  the  Federal  Register  of 
December  30,  1955  (20  F.  R.  10116)  is 
hereby  amended  to  read  as  follows: 

Notice  is  hereby  given  of  the  applica¬ 
tion  of  Bloomfield  Steamship  Company 
for  written  permission  under  Section  805 
(a)  of  the  Merchant  Marine  Act,  1936, 
46  U.  S.  C.  1223,  to  permit  operation  of 
its  owned  vessel  SS  “Alice  Brown”  by 
the  charterer  of  said  vessel.  States 
Marine  Corporation,  on  a  voyage  (com¬ 
mencing  January  12/25,  1956)  carrying 
lumber  and  lumber  products  only  from 
United  States  North  Pacific  ports  to 
United  States  North  Atlantic  ports  be¬ 
tween  Cape  Henry  and  Boston,  Massa¬ 
chusetts. 

Any  person,  firm  or  corporation  having 
any  interest  in  such  application  and  de¬ 
siring  a  hearing  on  issues  pertinent  to 


section  805  (a)  should  notify  the  Secre¬ 
tary,  Maritime  Administration  on  or 
before  January  11, 1956. 

Dated:  January  6,  1956. 

By  order  of  the  Maritime  Admin¬ 
istrator. 

[SEAL]  A.  J.  Williams, 

Secretary. 

[F.  R.  Doc.  56-184;  Filed,  Jan.  6,  1956; 
11:25  a.  m.] 


Office  of  the  Secretary 

Roger  H.  Martin 

REPORT  of  appointment  AND  STATEMENT  OF 
FINANCIAL  INTERESTS 

Report  of  appointment  and  statement 
of  financial  interests  required  by  section 
710  (b)  (6)  of  the  Defense  Production 
Act  of  1950,  as  amended. 

Report  of  Appointment 


of  the  Under  Secretary  for  Transpor¬ 
tation. 

3,  Date  of  appointment:  March  5, 1952. 

4.  Title  of  position:  Consultant. 

5,  Name  of  private  employer:  United 
Air  Lines. 

[seal]  Carlton  Hayward, 

Director  of  Personnel. 

Statement  of  Financial  Interests 

6.  Names  of — 

Any  corporations  of  which  the  ap¬ 
pointee  is  an  officer  or  director  or  within 
60  days  preceding  appointment  has  been 
an  officer  or  director,  or  in  which  the 
appointee  owns  or  within  60  days  preced¬ 
ing  appointment  has  owned  any  stocks, 
bonds,  or  other  financial  interests;  any 
partnerships  in  which  the  appointee  is, 
or  within  60  days  preceding  appointment 
was,  a  partner;  and  any  other  businesses 
in  which  the  appointee  owns,  or  within 
60  days  preceding  appointment  has 
owned,  any  similar  interest. 

Stocks  Owked 


1.  Name  of  appointee:  Mr.  Roger  H. 
Martin. 

2.  Employing  agency:  Department  of 
Commerce,  Business  and  Defense  Serv¬ 
ices  Administration. 

3.  Date  of  appointment:  December  12, 
1955. 

4.  Title  of  position:  Chief,  Carbon  and 
Alloy  Flat  Rolled  &  Tubular  Products 
Branch. 

5.  Name  of  private  employer:  Jones  & 
Laughlin  Steel  Corporation. 

[seal]  Carlton  Hayward, 

Director  of  Personnel. 

Statement  of  Financial  Interests 

6.  Names  of — 

Any  corporations  of  which  the  ap¬ 
pointee  is  an  officer  or  director  or  within 
60  days  preceding  appointment  has  been 
an  officer  or  director,  or  in  which  the 
appointee  owns  or  within  60  days  preced¬ 
ing  appointment  has  owned  any  stocks, 
bonds,  or  other  financial  interests;  any 
partnerships  in  which  the  appointee  is, 
or  within  60  days  preceding  appointment 
was,  a  partner;  and  any  other  businesses 
in  which  the  appointee  owns,  or  within 
60  days  preceding  appointment  has 
owned,  any  similar  interest. 

Jones  &  Laughlin  Steel  Corp. 

Bank  deposits. 

Roger  H.  Martin. 

December  29, 1955. 

[P.  R.  Doc.  56-170;  Piled,  Jan.  6,  1956; 

8:50  a.  m.] 


Ray  W.  Ireland 

REPORT  OF  APPOINTMENT  AND  STATEMENT  OF 
FINANCIAL  INTERESTS 

Report  of  appointment  and  statement 
of  financial  interests  required  by  section 
710  (b)  (6)  of  the  Defense  Production 
Act  of  1950,  as  amended. 

Report  of  Appointment 

1.  Name  of  appointee:  Mr.  Ray  W. 
Ireland. 

2.  Employing  agency:  Department  of 
Commerce,  Office  of  the  Secretary,  Office 


American  Telephone  and  Telegraph 
Ciommon. 

Borg-Warner  Common. 

Cheseborough  Manufacturing  Common. 
Commercial  Credit  Common. 

Sinclair  Oil  Common. 

Continental  Illinois  National  Bank  &  Trust 
Company  Common. 

Curtis- Wright  Common. 

Melville  Shoe  Common. 

Norfolk  and  Western  Common. 

Perfect  Circle  Common. 

Pacific  Finance  Common. 

Public  Service  E  &  G  Preference  Common. 
Standard  Oil  of  Indiana  Common. 

Socony  Mobile  Oil  Common. 

Trans  World  Airlines,  Inc.  Common. 

United  Air  Lines,  Inc.  Common. 

Wellington  Fund  Common. 

F.  W.  Woolworth  Common. 

Bank  deposits. 

Director  of  Air  Cargo,  Inc. 

Officer  in  United  Air  Lines,  Inc. 

R.  W.  Ireland. 

December  28, 1955. 

[F.  R.  Doc.  56-169;  Piled.  Jan.  6,  1956; 
8:50  a.  m.] 


DEPARTMENT  OF  LABOR 

Office  of  the  Secretary 

Certification  of  State  Unemployment 
Compensation  Laws  to  Secretary  of 
Treasury 


Pursuant  to  section  3304  (a)  of  the  In¬ 
ternal  Revenue  Code  as  amended,  the 
unemplosrment  compensation  laws  of  the 
following  States  have  heretofore  been 
approved: 


Alabama. 

Alaska. 

Arizona. 

Arkansas. 

California. 

Colorado. 
Connecticut. 
Delaware. 

District  of  Columbia. 
Florida. 

Georgia. 

Hawaii. 

Idaho. 

Illinois. 

Indiana. 

Iowa. 

Kansas. 


Kentucky. 

Louisiana. 

Maine. 

Maryland. 

Massachusetts. 

Michigan. 

Minnesota. 

Mississippi. 

Missouri. 

Montana. 

Nebraska. 

Nevada. 

New  Hampshire. 
New  Jersey. 

New  Mexico. 
New  York. 

North  Carolina. 
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NOTICES 


North  Dakota. 
Ohio. 

Oklahoma. 
Oregon. 
Pennsylvania. 
Rhode  Island. 
South  Carolina. 
South  Dakota. 
Tennessee. 


Texas. 

Utah. 

Vermont. 

Virginia. 

Washington. 

West  Virginia. 

Wisconsin. 

Wyoming. 


In  accordance  with  the  provisions  of 
section  3304  (c)  of  the  Internal  Revenue 
Code,  and  the  President’s  Reorganization 
Plan  No.  2,  effective  August  20, 1949, 1,  as 
Secretary  of  Labor,  hereby  certify  the 
foregoing  States  to  the  Secretary  of  the 
Treasury  for  the  taxable  year  1955. 

Arthur  Larson, 
Acting  Secretary  of  Labor, 


December  31, 1955. 

[F.  R.  Doc.  56-129;  Piled,  Jan.  6,  1956; 
8:46  a.  m.] 


Certification  of  State  Laws  to  Secre¬ 
tary  OF  Treasury  Pursuant  to  Section 
3303  (b)  (1)  OF  the  Internal  Revenue 
Code 


Whereas,  as  Secretary  of  Labor,  I 
have  heretofore  certified  to  the  Secretary 
of  the  Treasury  the  unemployment  com¬ 
pensation  laws  of  the  States  hereinafter 
enumerated  with  respect  to  the  taxable 
year  1955,  as  provided  in  section  3304 
of  the  Internal  Revenue  Code,  as  amend¬ 
ed;  and 

Whereas,  reduced  rates  of  contribu¬ 
tions  were  allowable  under  the  law  of 
each  of  said  States  with  respect  to  the 
taxable  year  1955  only  in  accordance  with 
the  provisions  of  subsection  (a)  of  sec¬ 
tion  3303  of  said  Code; 

Now  therefore,  pursuant  to  section 
3303  Cb)  (1)  of  said  Code,  and  the  Presi¬ 
dent’s  Reorganization  Plan  No.  2,  effec¬ 
tive  August  20,  1949,  I,  as  Secretary  of 
Labor,  hereby  certify  to  the  Secretary  of 
the  Treasury  the  unemployment  com¬ 
pensation  law  of  each  of  the  following 
States  for  the  taxable  year  1955: 


Alabama. 

Alaska. 

Arizona. 

Arkansas. 

California. 

Colorado. 

Connecticut. 

Delaware. 

District  of  Columbia. 
Florida. 

Georgia. 

Hawaii. 

Idaho. 

Illinois. 

Indiana. 

Iowa. 

Kansas. 

Kentucky. 

Louisiana. 

Maine. 

Maryland. 

Massachusetts. 

Michigan. 

Minnesota. 

Mississippi. 

Missouri. 


Montana. 

Nebraska. 

Nevada. 

New  Hampshire. 
New  Jersey. 

New  Mexico. 
New  York. 

North  Carolina. 
North  Dakota. 
Ohio. 

Oklahoma. 
Oregon. 
Pennsylvania. 
Rhode  Island. 
South  Carolina. 
South  Dakota. 
Tennessee. 
Texas. 

Utah. 

Vermont. 

Virginia. 

Washington. 

West  Virginia. 

Wisconsin. 

Wyoming. 


December  31, 1955. 

Arthur  Larson, 
Acting  Secretary  of  Labor. 

IF.  R.  Doc.  56-130;  Filed,  Jan.  6,  1956; 
8:46  a.  m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  G-6216  etc.]  ' 

Ralph  E.  Fair,  Inc.,  et  al. 
notice  of  findings  and  orders 

January  3, 1956. 

In  the  matters  of  Ralph  E.  Fair,  Inc., 
Docket  No.  G-6216;  F.  William  Carr  and 
Jack  F.  Chrysler,  Docket  No.  G-6878; 
Anderson-Prichard  Oil  Corporation, 
Docket  Nos.  G-6222,  G-6223,  G-6224, 
G-6225,  G-6226,  G-6227,  G-6228,  G-6229, 
G-6230,  G-6231,  G-6232,  G-6233,  G-6234, 
G-6235,  G-6236,  G-6237,  G-6238,  G-6239, 
G-6240,  G-6241,  G-6242,  G-6243,  G-6244, 
G-6245,  G-6246.  G-6247,  G-6248,  G-6249, 
G-6250,  G-6614,  G-6615,  G-6617,  G-6681, 
G-6682,  G-6683,  G-6685,  G-6686,  G-6687, 
G-6688,  G-7093,  G-7094,  G-7095,  G-7225; 
Anderson-Prichard  Oil  Corporation, 
Docket  No.  G-6680;  First  Chicago  Cor¬ 
poration,  Docket  No.  G-7226 ;  Delta  Gulf 
Drilling  Company,  Docket  No.  G-9298. 

Notice  is  hereby  given  that  on  Decem¬ 
ber  23,  1955,  the  Federal  Power  Commis¬ 
sion  issued  its  findings  and  orders 
adopted  December  20,  1955,  issuing  cer¬ 
tificates  of  public  convenience  and  neces¬ 
sity  in  the  above-entitled  matters. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

(F.  R.  Doc.  56-123;  Piled,  Jan.  6,  1956; 

8:46  a.  m.] 


[Docket  No.  G-4366] 

Hunt  Oil  Co. 

notice  of  resumption  of  hearing 
December  30, 1955. 

Notice  is  hereby  given  that  the  hearing 
in  the  above-designated  matter,  which 
was  recessed  by  the  Presiding  Examiner 
on  February  23, 1955,  is  hereby  scheduled 
to  resume  at  9:30  a.  m.,  e.  s.  t.,  January 
26,  1956,  in  the  Commission’s  hearing 
room,  441  G  Street  NW.,  Washington, 
D.  C. 

[seal]  J.  H.  Gutride, 

Acting  Secretary. 

[F.  R.  Doc.  56-124;  Filed,  Jan.  6.  1956; 

8:46  a.m.] 


[Docket  No.  G-48871 
F.  William  Carr  et  al. 

notice  of  resumption  of  hearing 
December  30,  1955. 

Notice  is  hereby  given  that  the  hearing 
in  the  above-designated  matter,  which 
was  recessed  by  the  Presiding  Examiner 
on  February  24,  1955,  is  hereby  sched¬ 
uled  to  resume  at  9:30  a.  m.,  e.  s.  t.,  Jan¬ 
uary  24,  1956,  in  the  Commission’s  hear¬ 
ing  room,  441  G  Street  NW.,  Washington, 
D.  C. 

[seal]  j.  H.  Gutride, 

Acting  Secretary. 

[F.  R.  Doc.  56-125;  Piled,  Jan.  6,  1956; 

8:46  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[Pile  No.  812-981] 

Henry  J.  Kaiser  Co. 

NOTICE  OF  application  FOR  ORDER  DECLAR¬ 
ING  THAT  COMPANY  IS  NOT  AN  INVEST¬ 
MENT  COMPANY 

January  5,  1956. 

Notice  is  hereby  given  that  Henry  j. 
Kaiser  Company,  Oakland,  California, 
has  filed  an  application  for  an  order 
pursuant  to  section  3  (b)  (2)  of  the  In¬ 
vestment  Company  Act  of  1940  (“act”) 
declaring  it  to  be  primarily  engaged, 
directly  and  through  majority-owned 
subsidiaries  and  through  controlled  com¬ 
panies  conducting  similar  types  of  busi¬ 
nesses,  in  a  business  or  businesses  other 
than  that  of  investing,  reinvesting,  own¬ 
ing,  holding,  or  trading  in  securities. 
Henry  J.  Kaiser  Company,  together  with 
a  merged  predecessor  company  of  the 
same  name,  is  hereinafter  referred  to  as 
“Kaiser  Company.” 

The  application  and  the  files  of  the 
Commission  reflect  the  following: 

Kaiser  Company’s  outstanding  securi¬ 
ties  are  beneficially  owned  by  not  more 
than  one  hundred  persons,  and  it  i/s  not 
making  and  does  not  presently  propose 
to  make  a  public  offering  of  its  securities. 
Kaiser  Company  is  therefore  excepted 
at  the  present  time  from  the  definition 
of  an  investment  company  by  the  provi¬ 
sions  of  section  3  (c)  (1)  of  the  act. 
However,  it  is  proposed  that  80  percent 
or  more  of  the  outstanding  common  and 
second  preferred  stock  of  ICaiser  Com¬ 
pany  will  be  acquired  by  Kaiser  Motors 
Corporation  (“Kaiser  Motors”),  a  com¬ 
pany  having  approximately  25,000  se¬ 
curity  holders,  in  exchange  for  stock  to 
be  issued  by  Kaiser  Motors.  Accord¬ 
ingly,  Kaiser  Company  would  then  no 
longer  come  within  the  exception  pro¬ 
vided  by  section  3  (c)  (1)  of  the  act. 
The  application  of  Kaiser  Company  pur¬ 
suant  to  section  3  (b)  (2)  of  the  act  re¬ 
quests  an  order  under  that  section 
declaring  it  not  to  be  an  investment 
company  as  defined  in  the  act,  such 
order  to  be  effective  upon  the  acquisi¬ 
tion  by  Kaiser  Motors  of  the  stock  of 
Kaiser  Company  as  set  forth  in  the 
application. 

Kaiser  Company  is  directly  engaged  in 
the  production  and  sale  of  sand,  gravel 
and  ready-mixed  concrete  and  in  the 
performance  of  heavy  construction  and 
engineering  contracts.  The  company  has 
approximately  300  employees  engaged  in 
its  sand  and  gravel  operations  and  is  the 
largest  producer  of  these  products  in  the 
San  Francisco-Oakland,  California,  area. 
Kaiser  Company  also  employs,  in  its  con¬ 
struction  and  engineering  operations, 
approximately  550  engineers,  technical 
experts  and  other  personnel  in  its  home 
office,  in  addition  to  construction  forces 
and  field  engineers  presently  approxi¬ 
mating  3,000.  In  the  fiscal  year  ended 
June  30, 1955,  Kaiser  Company’s  net  sales 
and  operating  revenues,  and  its  reim¬ 
bursable  costs  and  fees  on  construction 
contracts,  aggregated  $42,078,512;  oper¬ 
ating  profit  (before  Interest,  deprecia¬ 
tion,  and  income  taxes)  was  $1,132,325. 
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In  addition  t9  its  own  operations, 
Kaiser  Company'  has  substantial  stock 
interests  in  four  corporations  engaged 
primarily  in  the  manufacture  and  sale 
of  steel,  aluminum,  cement,  and  steel  and 
aluminum  products.  These  corporations 
are  Kaiser  Steel  Corporation  (“Kaiser 
Steel”) ,  engaged  in  the  manufacture  and 
sale  of  steel,  iron,  steel  and  iron  prod¬ 
ucts,  coke  and  byproducts;  Kaiser  Metal 
Products,  Inc.  (“Kaiser  Metal”),  en¬ 
gaged  in  the  manufacture  and  sale  of 
steel  bathtubs,  sinks  and  kitchen  cabi¬ 
nets  and  the  manufacture  of  airplane 
sections;  Kaiser  Aluminum  &  Chemical 
Corporation  (“Kaiser  Aluminum”),  en¬ 
gaged  in  the  manufacture  and  sale  of 
aluminum,  aluminum  products,  indus¬ 
trial  chemicals,  and  refractories;  and 
Permanente  Cement  Company  (“Perma- 
nente”),  engaged  in  the  manufacture 
and  sale  of  cement  and  gypsum  products. 
Dividends  received  by  Kaiser  Company 
from  these  corporations  in  the  fiscal 
year  ended  June  30,  1955,  aggregated 
$4,553,000. 

Kaiser  Company  also  owns  common 
stock  and  notes  of  Kaiser  Motors,  a  com¬ 
pany  which  has  been  engaged  in  the 
automobile  business,  and  preferred  stock 
of  Willys  Motors,  Inc.,  a  subsidiary  of 
Kaiser  Motors.  The  common  stock  hold¬ 
ings  of  Kaiser  Company  in  Kaiser  Motors 
will  be  eliminated  upon  the  acquisition 
by  Kaiser  Motors  of  the  stock  of  Kaiser 
Company.  Thereafter,  Kaiser  Company 
will  own  no  voting  securities  of  Kaiser 
Motors  or  Willys  Motors,  Inc.  The  only 
other  interests  of  Kaiser  Company  are  in 
minor  companies  which  are  principally 
majority  or  wholly  owned. 

Kaiser  Company  owns  approximately 
80  percent  of  the  voting  securities  (com¬ 
mon  stock)  of  Kaiser  Steel  and  Kaiser 
Metal,  approximately  37  percent  of  the 
voting  securities  (common  stock)  of 
Kaiser  Aluminum,  and  approximately  30 
percent  of  the  voting  securities  (common 
stock)  of  Permanente.  Kaiser  Steel 
and  Kaiser  Metal  are  majority-owned 
subsidiaries  of  Kaiser  Company.  The 
common  stock  of  Kaiser  Aluminum  and 
Permanente  owned  by  Kaiser  Company 
constitute  investment  securities  within 
the  meaning  of  section  3  (a)  (3)  of  the 
act,  the  aggregate  value  of  which  exceeds 
40  percent  of  the  value  of  Kaiser  Com¬ 
pany’s  total  assets  as  defined  in  that 
section. 

Kaiser  Steel,  Kaiser  Metal,  Kaiser  Alu¬ 
minum  and  Permanente  were  organized 
by  Kaiser  Company  (together  with  asso¬ 
ciated  contractors  in  the  case  of  the 
latter  two  companies)  in  the  years  1939 
to  1942  as  a  result  of  the  initiation  by 
Kaiser  Company  of  new  enterprises  in 
which  it  was  interested  in  connection 
with  its  own  contracting  and  sand  and 
gravel  operations.  Kaiser  Company  is 
and  has  been  the  principal  stockholder  of 
these  companies..  Although  Kaiser  Com¬ 
pany  owns  less  than  a  majority  of  the 
voting  securities  of  Kaiser  Aluminum  (37 
•  percent)  and  Permanente  (30  percent), 
no  other  stockholder  owns  more  than  ap¬ 
proximately  13  percent  of  the  voting 
stock  of  either  of  such  companies.  Of¬ 
ficers  and  directors  of  Kaiser  Company 
constitute  virtually  all  of  the  officers  of 
Kaiser  Steel,  Kaiser  Metal,  Kaiser  Alumi¬ 


num  and  Permanente.  Officers  and 
directors  of  Kaiser  Company  also  consti¬ 
tute  a  majority  of  the  directors  of  Kaiser 
Steel,  Kaiser  Metal  and  Kaiser  Alumi¬ 
num,  and,  together  with  representatives 
of  other  organizing  stockholders,  they 
constitute  all  of  the  directors  of  Perma¬ 
nente. 

The  application  states  that  the  officers 
and  directors  of  Kaiser  Company  are 
actively  engaged  in  managing  the  busi¬ 
nesses  of  the  company  and  its  majority- 
owned  and  controlled  companies  and 
that  they  devote  all  of  their  business  time 
to  such  activities.  General  policies  are 
established  for  all  of  the  companies  in 
the  group  by  the  principal  officers  of  such 
companies  who  are  also  the  principal 
officers  of  Kaiser  Company.  The  same 
officers  plan  and  arrange  financing,  plant 
expansion  and  other  major  transactions 
for  the  respective  companies.  Officers 
of  Kaiser  Company  participate  actively 
in  the  day  to  day  management  and  op¬ 
erating  problems  of  all  of  the  companies. 
Kaiser  Steel,  Kaiser  Metal,  Kaiser  Alu¬ 
minum  and  Permanente  maintain  their 
principal  offices  in  the  office  building  of 
Kaiser  Company  in  Oakland,  California. 

Plants  are  engineered  and  constructed 
for  all  of  these  companies  by  or  under 
the  supervision  of  Kaiser  Company.  En¬ 
gineering  and  construction  services  of 
Kaiser  Company  are  employed  by  the 
majority-owned  and  controlled  compa¬ 
nies  on  a  continuing  basis  and  on  specific 
projects.  In  addition,  operational  serv¬ 
ices  and  facilities  are  furnished  to  the 
companies  under  Kaiser  management  by 
Kaiser  Services,  a  corporation  whose 
stock  is  owned  by  Kaiser  Company  and 
the  other  serviced  companies.  Joint  op¬ 
erations  and  facilities  are  frequently  em¬ 
ployed  by  the  Kaiser  companies. 

In  its  sand,  gravel  and  ready-mixed 
concrete  operations,  Kaiser  Company 
uses  large  amounts  of  cement  produced 
by  Permanente.  Kaiser  Company  also 
uses  in  its  construction  projects,  wher¬ 
ever  the  location  of  such  projects  per¬ 
mits,  cement  and  gypsum  products  of 
Permanente,  steel  produced  by  Kaiser 
Steel,  and  aluminum  products  and  re¬ 
fractories  produced  by  Kaiser  Aluminum. 
The  services  and  products  of  Kaiser 
Company  and  its  majority-owned  and 
controlled  companies  are  used  exten¬ 
sively  in  the  construction  industry. 

The  application  states  that  Kaiser 
Company  has  never  engaged,  and  does 
not  propose  to  engage,  in  the  business  of 
investing,  reinvesting,  or  trading  in  se¬ 
curities,  and  that  it  has  never  held  itself 
out  to  be  an  investment  company. 

Section  3  (b)  (2)  of  the  act  excepts 
from  the  definition  of  an  investment 
company  contained  in  section  3  (a)  (3), 
any  issuer  which  the  Commission  finds 
and  by  order  declares  to  be  primarily  en¬ 
gaged  in  a  business  or  businesses  other 
than  that  of  investing,  reinvesting,  own¬ 
ing,  holding,  or  trading  in  securities, 
either  directly  or  through  majority- 
owned  subsidiaries  or  through  controlled 
companies  conducting  similar  types  of 
businesses. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  January 
20,  1956,  at  5:30  p.  m.,  submit  to  the 
Commission  in  writing  any  facts  bearing 


upon  the  desirability  of  a  hearing  on  the 
matter  and  may  request  that  a  hearing 
be  held,  such  request  stating  the  nature 
of  his  interest,  the  reasons  for  such  re¬ 
quest  and  the  issues,  if  any,  of  fact  or 
law  proposed  to  be  controverted,  or  he 
may  request  that  he  be  notified  if  the 
Commission  should  order  a  hearing 
thereon.  Any  such  communication  or 
request  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington  25,  D.  C.  At  any  time  after 
said  date,  the  application  may  be  granted 
as  provided  in  Rule  N-5  of  the  rules  and 
regulations  promulgated  under  the  act. 

By  the  Commission. 

[seal]  Orval  L.  DtjBois, 

Secretary. 

[F.  R.  Doc.  56-150;  Piled,  Jan.  6,  1956; 

8:49  a.  m.] 


(Pile  No.  812-985] 

Colonial  Fund,  Inc. 

NOTICE  OF  FILING  OF  APPLICATION  FOR 

EXEMPTION  OF  PURCHASE  OF  SECURITIES 

FROM  UNDERWRITING  SYNDICATE 

January  5, 1956. 

Notice  is  hereby  given  that  the  Colonial 
Fund,  Inc.  (“Colonial”),  a  registered 
open-end,  diversified  investment  com¬ 
pany,  has  filed  an  application  pursuant 
to  section  10  (f )  of  the  Investment  Com¬ 
pany  Act  of  1940  (“act”)  for  an  order  of 
the  Commission  exempting  from  the  pro¬ 
visions  of  section  10  (f)  the  proposed 
purchase  by  Colonial  of  not  exceeding 
5,000  shares  of  common  stock  of  Ford 
Motor  Company  (“Ford”)  as  part  of  a 
public  offering  of  10,200,000  shares  of 
such  stock  expected  to  be  made  about 
January  18,  1956. 

The  application  recites  that  James  H. 
Orr  and  Stedman  Buttrick,  two  of  the 
seven  directors  of  Colonial,  are  a  director 
of  The  First  Boston  Corporation  and  a 
partner  of  Estabrook  &  Co.,  respectively, 
investment  banking  firms.  It  is  also 
stated  that  Russell  Robb,  one  of  the  two 
members  of  the  Advisory  Board  of  the 
Applicant,  is  a  director  of  Stone  &  Web¬ 
ster,  Inc.,  of  which  Stone  &  Webster 
Securities  Corporation,  an  investment 
banking  firm,  is  a  subsidiary.  Applicant 
states  it  is  informed  that  The  First  Bos¬ 
ton  Corporation,  Estabrook  &  Co.,  and 
Stone  &  Webster  Securities  Corporation 
expect  to  be  among  a  group  of  under¬ 
writers  of  the  aforementioned  Ford 
common  stock.  Colonial  proposes  to  pur¬ 
chase  the  shares  of  Ford  which  are  the 
subject  of  this  application  from  under¬ 
writers  or  members  of  the  selling  group, 
if  any,  other  than  The  First  Boston  Cor¬ 
poration,  Estabrook  &  Co.,  Stone  &  Web¬ 
ster  Securities  Corporation,  or  Blyth  & 
Co.,  Inc.,  acting  as  representative  for  the 
account  of  the  sever^  underwriters. 

Section  10  (f)  of  the  act  provides, 
among  other  things,  that  no  registered 
investment  company  shall  knowingly 
purchase  or  otherwise  acquire,  during 
the  existence  of  any  underwriting  or 
selling  syndicate,  any  security  (except  a 
security  of  which  such  company  is  the 
issuer)  a  principal  underwriter  of  which 


NOTICES 


time  after  said  date,  the  application  may  purchase  is  prohibited  by  the  provisions 
be  granted  as  provided  in  Rule  N-5  of  of  section  10  (f )  unless  the  Commission 
the  rules  and  regulations  promulgated  finds  that  the  proposed  acquisition  of 
under  the  act.  securities  is  consistent  with  the  protec- 

■D,,  tion  of  investors.  In  making  such  a  find- 

By  the  Commission.  section,  the  Commission 

[SEAL]  Orval  L.  DuBois,  must  be  satisfied  that  investment  com- 

Secretary.  pany  assets  are  not  being  used  to  further 
R.  Doc.  50-152:  Piled,  Jan.  6,  1956;  underwriting  efforts  of  an  affiliated 

8:49  a.  m.j  underwriter  rather  than  the  best  inter¬ 

ests  of  the  investment  company.  The 
Commission,  however,  does  not  pass  upon 
the  investment  merits  of  the  security 
proposed  to  be  purchased,  and  the  wis¬ 
dom  of  the  decision  to  purchase  is  solely 
the  responsibility  of  Applicant’s  manage- 
FOR  ment.  Applicant.  In  the  exercise  of  its 
jRi-  managerial  judgment,  states  that,  sub- 
!  ject  to  a  review  of  the  offering  price,  an 
g  investment  in  Ford  common  stock  will 
be  desirable  and  that  the  proposed  ac- 
*eh-  quisition  is  consistent  with  the  protec- 
S’  tion  of  investors. 

om-  Applicant  states  that  it  appears  from 
lant  the  proposed  forms  of  Underwriting 
the  Agreement  and  Agreement  Among  Un- 
'tp  derwriters  filed  as  exhibits  to  the  above- 
ipt-  mentioned  Registration  Statement,  that 
shares  of  Ford  common  stock  may  be 
the  reserved  by  the  representatives  of  the 
tock  underwriters  for  direct  sales  by  them, 
and  that  Blyth  &  Co.,  Inc.,  which  has  no 
ting  affiliation  with  the  Applicant,  will  act 
for  the  representatives  in  that  regard, 
inds  Tlie  Applicant  understands  that  shares 
ate-  so  reserved  for  direct  sales  may  be  made 
1933  available  to  institutional  investors,  in- 
ider  eluding  investment  companies.  Appli- 
om-  cant  proposes  to  purchase  the  shares  of 
tun-  Ford  common  stock  through  Blyth  &  Co., 
pre-  Inc.,  acting  as  representative  of  the  sev- 
tcing  eral  underwriters  other  than  Lehman 
for  Brothers.  Blyth  &  Co.,  Inc.,  and  Lehman 
nan  Brothers  have  advised  the  Applicant 
the  that  any  shares  which  may  be  sold  to  the 
jch-  Applicant  will  not  include  shares  under- 
itors  written  by  Lehman  Brothers, 
eves  Notice  is  further  given  that  any  in- 
I  re-  terested  person  may,  not  later  than  Jan- 
:not  uary  17,  1956,  at  5:30  p.  m.,  submit  to 
net  the  Commission  in  writing  any  facts 
.000  bearing  upon  the  desirability  of  a  hear- 
ares  ing  on  the  matter  and  may  request  that 
3ub-  a  hearing  be  held,  such  request  stating 
the  nature  of  his  interest,  the  reasons  for 
ides,  such  request  and  the  issues,  if  any,  of 
ered  fact  or  law  proposed  to  be  controverted, 
ngly  or  he  may  request  that  he  be  notified  if 
ring  the  Commission  should  order  a  hearing 
;  or  thereon.  Any  such  communication  or 
pt  a  request  should  be  addressed:  Secretary, 
the  Securities  and  Exchange  Commission, 
hich  Washington  25,  D.  C.  At  any  time  after 
ered  said  date,  the  application  may  be  granted 
:mpt  as  provided  in  Rule  N-5  of  the  rules  and 
n  if  regulations  promulgated  imder  the  act. 

Mn^  By  the  Commission. 

man  [seal]  Orval  L.  DuBois, 

cipal  Secretary. 

i  di-  (F.  R.  Doc.  56-151;  Piled,  Jan.  6,  1956; 
losed  8:49  a.  m.] 


is  a  person  of  which  a  director  or  member 
of  an  advisory  board  of  such  registered 
company  is  an  affiliated  person.  The 
Commission  may  exempt  a  transaction 
from  this  prohibition  if  and  to  the  ex¬ 
tent  that  such  exemption  is  consistent 
with  the  protection  of  investors.  Since 
Orr,  Buttrick  and  Robb  are  affiliated 
persons  of  investment  banking  organi-  (p, 
zations  which  are  part  of  the  principal 
underwrting  group  of  said  common  stock, 
the  proposed  purchase  is  prohibited  by 
the  provisions  of  section  10  (f)  unless 
the  Commission  finds  that  the  proposed 
acquisition  of  securities  is  consistent  with 
the  protection  of  investors.  In  making 
such  a  finding  under  this  section,  the  notice  of  filing  of  application 
Commission  must  be  satisfied  that  in-  order  exempting  purchase  of  se< 
vestment  company  assets  are  not  being  ties  from  underwriting  syndicai 
used  to  further  the  underwriting  efforts  January  5  19 

of  an  affiliated  underwriter  rather  than  „  .  .  .  .  ..  .  nL 

the  best  interests  of  the  investment  com-  Notwe  is  hereby  gwen  that  The 

pany.  The  Commission,  however,  does  man  Corporation  (the  “Applicant’ 
not  pass  upon  the  investment  merits  of  registered  c  osed-end  investment  > 
the  security  proposed  to  be  purchased,  has  filed  an  application  purs 

and  the  wisdom  of  the  decision  to  pur-  ^  the  provisions  of  section  10  (f)  o 
chase  is  solely  the  responsibility  of  Colo-  Investment  Company  Act  of  1940  (“i 
nial’s  management.  Colonial,  in  the  for  an  order  of  the  Commission  exe 
exercise  of  its  managerial  judgment,  ing  from  the  provisions  of  section  1 
states  that  it  considers  it  desirable  to  be  the  act,  the  proposed  purchase  b: 
in  a  position  to  purchase  Ford  common  j*^t  shwes  of  the  comrnon  i 

stock  on  the  original  offering  in  order  to  ft  Pf^d  Motor  Company  (“Ford”) 
have  reasonable  assurance  of  being  able  ing  the  existence  of  the  underwi 
to  obtain  a  substantial  block  of  the  com-  syndicate  mentioned  below, 
mon  stock  and  to  avoid  the  possibility  of  Applicant  states  that  it  undersi 
a  higher  price  after  the  underwriting  that  Ford  has  filed  a  Registration  S 
syndicate  has  been  dissolved.  The  ap-  ment  under  the  Securities  Act  of 
plication  also  states  the  proposed  acqui-  I^r  the  purpose  of  registration  i 
sition  is  consistent  with  Colonial’s  stated  such  Act  of  10,200,000  shares  of  its 
investment  policies  and  with  the  pro-  mon  stock  to  be  sold  by  The  Ford  F 
tection  of  investors.  dation  to  a  group  of  underwriters,  n 

'The  application  states  that  if  Colonial  sented  by  seven  investment  bai 
were  to  purchase  the  entire  5,000  shares  houses  including  Lehman  Brother: 
of  Ford  common  stock,  it  would  acquire  distribution  to  the  public.  Lei 
less  than  1  percent  of  the  total  offering.  Brothers  is  the  investment  adviser  c 
and  assuming  a  price  of  $75  per  share  Applicant  and  certain  partners  of 
(the  proposed  maximum  offering  price  man  Brothers  are  officers  and  dire 
set  forth  in  the  registration  statement  th®  Applicant.  Applicant  be, 
for  the  Ford  common  stock  filed  under  that  it  may  be  desirable,  subject  to 
the  Securities  Act  of  1933) ,  the  purchase  view  of  the  offering  price,  for  it  to  us 
would  represent  an  investment  of  more  than  1  percent  in  value  of  it 
$375,000  or  approximately  1.3  percent  of  assets  (which  amounted  to  $230,11 
Colonial’s  total  assets  as  of  December  at  December  27, 1955)  to  purchases 
27, 1955.  Ford  common  stock  at  the  initial 

Notice  is  further  given  that  any  inter-  lie  offering  price, 
ested  person  may,  not  later  than  Jan-  Section  10  (f)  of  the  act  pro 
uary  17,  1956,  at  5:30  p.  m.,  submit  to  among  other  things,  that  no  regis 
the  Commission  in  writing  any  facts  investment  company  shall  kno\\ 


[File  No.  812-977] 
Lehman  Corp. 


bearing  upon  the  desirability  of  a  hear¬ 
ing  on  the  matter  and  may  request  that 
a  hearing  be  held,  such  request  stating 
the  nature  of  his  interest,  the  reasons 
for  such  request  and  the  issues,  if  any, 
of  fact  or  law  proposed  to  be  contro¬ 
verted,  or  he  may  request  that  he  be 
notified  if  the  Commission  should  order 
a  hearing  thereon.  Any  such  commu¬ 
nication  or  request  should  be  addressed: 
Secretary,  Securities  and  Exchange  Com¬ 
mission,  Washington  25,  D.  C.  At  any 


